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FOREWORD 


Economic planning is an area of study of vital 
importance as it affects the destiny of a large number of 
countries which have adopted it for managing their 
national economies. The nature of planning, however, 
varies from country to country as it is conditioned by 
the socio-economic, political and administrative frame- 
work wit±iin which it operates. A detailed understanding 
of the planning process can, therefore, be obtained only 
by looking at experiences in particular countries. The 
present book, dealing with planning system of France is, 
thus, a useful addition to the literature on planning* 

The selection of France is noteworthy for more than 
one reason. France, like India, is a democratic country 
with a mixed economy. It introduced planning in 1 946 and 
is still continuing with it. France provides numerous 
insights into the role of planning in a market economy. 
Hence the experience of France is of special relevance to 
India and such other countries which have opted for 
planning. 

This book gives a detailed analysis of the planning 
process in a market economy: It shows how functioning of 
a market economy affects operation of the planning 
system. Besides discussing salient features of the 
French planning system related to nature of planning, 
process of plan formulation and implementation, credit 
planning, and role of decentralised planning, the book 
also contains a comparative account of the planning 
systems of India and France. A brief outline of the 
history of French planning from inception to the present 
day, has also been given to facilitate an understanding 
of the background of the French planning system. Greater 
details have been given about developments since the mid- 
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seventies, more particularly since 1981 after the, new 
socialist government came to power. This is, therefore, 
the first book not only in English but even in French 
which analyses the French planning system in the light of 
the reforms of the last few years. I am sure the 
academic community as well as planners and administrators 
would find it very usefuL 

This is a self-contained concise book on French plan- 
ning authored by a senior faculty member and an econo- 
mist, who spent several months in France collecting 
information, interviewing experts and observing the 
process of plan formulation at both national and regional 
levels. This analytical study, therefore, has the fresh- 
ness of first-hand information in the presentation of 
both facts and theory. It competently raises and discus- 
ses several basic questions. 

The study of planning process is an important part of 
the activities of the Indian Institute of Public Adminis- 
tration. Earlier, several books and monographs have been 
published in this area. My own. Grammar of Planning was 
published as a monograph. The present book is next in 
our series of monographs which provide in a special 
manner a systematic presentation of a subject pertaining 
to public administration. I hope the readers will find 
it interesting and xjseful. 



TO DELHI P.R. EOBBAail 

DECEMBER 20 , 1984 DIRECTOR 

INDIAN INSTITOTE OF 
PUBLIC ADMINISTRATION 



PREFACE 


The world has, by now, a very rich and varied 
experience of economic planning. As Introduced initially 
(in the Soviet Union) it was supposed to replace the 
market mechanism and not to function along with it. But 
subsequently a number of countries including our own 
introduced planning without abandoning the market mech- 
anism. France was among the first few countries to do 
so. It introduced planning as early as in the year 1946 
and has continued with it since then. A study of the 
working of the French planning system is, therefore, 
expected to be a rewarding experience for anyone 
interested in acquiring insists into role of planning in 
a market economy. Such a study is specially useful for 
students of planning in India which, like France, is also 
a democratic country with a market economy. And yet few 
people In India are aware of the existence of French 
Planning and still fewer are familiar with its working. 
One handicap is with regard to the availability of suit- 
able reading material in English. Most of the celebrated 
books on French Planning were written in the sixties and, 
therefore, do not take account of developments since 
then. There is no book either in English or even in 
French which analyses the French Planning system in the 
light of the recent reforms introduced by President 
Mitterand after he came to power in 1981. Planning in a 
market economy works through various types of 
incentives/disincentives of which credit policy has been 
an important one in France. And yet adequate material on 
it is hardly available in books dealing with French 
Planning. Hence the need for an up-to-date book on the 
French Planning system giving a comprdiensive treatment 
of the subject matter was realised which led me to come 
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forward with the present work. 

My main concern has been to explain and appraise the 
salient features of the French Planning system as I have 
understood them. These pertain to nature of planning, 
the process of formulation and implementation of plans, 
credit planning and the role assigned to regions in 
planning. I have tried to examine how the functioning of 
a market economy affects the operation of the planning 
system. Greater details have been provided for 
developments since mid- seventies and more particularly 
since 1981 after the new Socialist government came to 
power. The study has been based primarily on secondary 
sources of information such as official publications 
including plan documents, evaluation reports, backgrotaid 
notes, etc., on the one hand and relevant books and 
journal articles both in Ihglish and French on the other. 
This has been supplemented by interviews with experts 
and functionaries at different levels in the planning 
process and personal observation of the working of the 
planning machinery in France, both at the national and 
regional levels. 

Material for the study was collected mostly during my 
stay in France first for a period of three months from 
September to November 1982 and then for a fortnight 
during September 1983. The first visit could be possible 
because of ray nomination as a Visiting Scholar under the 
Indo-French Cultural Exchange programme by the Indian 
Council of Social Science Research of the Government of 
India. The second one could materialise due to a mainte- 
nance grant provided by the Maison Des Sciences De 
L'Horame, French Government, Paris. Hiese visits gave me 
an opportunity to meet a large number of professional 
experts and officers dealing with planning in France (see 
Annexure for the list) to obtain basic documents, reports 
and other materials which could not have been available 
otherwise and to observe the working of the planning 
system at the national and regional levels from close 
quarters. The visits also enabled me to underst^d the 
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various changes in the planning system being introduced 
by the new government, appreciate their rationale and the 
context, examine their implications and evaluate their 
chances of ‘ success* 

Before concluding, I would like to thank the Indian 
Council of' Social Science Research, New Delhi and the 
Maison Des Sciences De UHomme, Paris for giving me an 
opportunity to undertake this study* Thanks are also due 
to the officers of the French Planning Commission (the 
Cbmniissariat General du Plan) for the necessary facili- 
ties provided by them as well as to the large number of 
experts on French Planning with whom I had discussions* 
In particular, I would like to thank Mrs* Paule Gentot, 
incharge of international relations of the Commissariat, 
who took great interest in my work and considerably 
helped me in getting interviews and procuring materials* 
I am also thankful to Shri P*R. Dubhashi, Director of my 
Institute who not only displayed a keen interest in this 
work but encouraged me at every step to go ahead with it 
and complete it so that it can be published as a mono- 
graph. 


New Delhi 
September 1984 


KAMTA PRASAD 
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CHAPTER I 


Planning in France- a brief resume 


It was nearly four decades ago, in the year *1946, 
that economic planning was introduced in France. It is 
doubtful whether anybody at that time would have ever 
expected it to last for long. But it has continued since 
then. During this period, the strategy of planning has 
urxiergone some changes as is to be expected on account of 
the changing economic and social reality. The emphasis 
on planning as a strategy of national development has 
also varied from time to time. However, the planning 
system had remained more or less the same till July 1982 
when the new French Government under President Mitterand 
introduced a few significant changes in it. The basic 
objectives of planning have also displayed certain endur- 
ing features like treating a group of d 3 mamic French 
entrepreneurs interested in investment and foreign 
trade;... creating a new form of dialogue between the 
social and economic sectors, particularly between the 
management and workers' unions in a country, where ten- 
sion and social debate have always been keen;... intro- 
ducing versatility and innovation in the management of a 
highly centralised State".^ We start with a brief review 
of planning in France since' its inception to the presait 
day so as to provide the background information necessary 
for a proper understanding of the subject matter. 

THE FUST PLMIS—1 946-1 980 

The .origins of, French Planning have been traced tO' 
the wartime preparation of French emergency needs for 
overseas assistance after liberation. The,, programme was 
extended, after ■ the attainment of the liberation and a 
special department set, up In, the .M.inistry' of' national 
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Economy. **But the requirement of the French missioi in 
Washington for a more systematic statement of 
governmental intensions and requirements resulted in the 
consolidation of scattered agencies Into a central 
General Planning Commissariat, in January 1946, under the 
direction of the Chief Washington negotiator, Jean 
Monnet... With the change in United States aid from 
piecemeal to systematic, tinder the European Recovery 
Programme, the First Plan was extended to 1952 to 
coincide with the coverage of the Marshall Plan®L^ 
Subsequently, it was extended by one more year to 1953. 

The First Plan was a success which naturally influen- 
ced the government to prepare a second plan, then a third 
and so on. By now seven plans have been completed as 
given below. The Eighth Plan already prepared and 
scheduled to start from 1981 was shelved on account of 
the change in government that took place after the 


national election of 1981. 

Instead, an interim plan for 

two years, 1982 and 1983, 

was taken up. This has been 

followed by the Ninth Plan for the period 1 984 to 1 988. 

Plan Number 

Period 

I 

1946-53 

II 

1954-57 

III 

1958-61 

IV 

1962-65 

V 

1966-70 

VI 

1971-75 

VII 

1976-80 


The experience since 1981 would be described in a 
subsequent section of this chapter. Here we give an idea 
of the first seven plans covering the period from 1946 to 
1980. . Our treatment will be very brief because there are 
several books which give a detailed description of the 
early phase of the French planning. 

■■ The'First Plan originally prepared for 1 946-50 'and 
later extended,, upto 1953. attracted a 'good deal, of 
interest abroad in view of its tie-up with the Marshal 
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Aid* It was essentially a plan for reconstmction and 
expansion of. six basic sectors of the economy, namely, 
coal, electricity, steel, cement, agricultural madiinery 
and transportation. Subsequently, two more inciistries, 
fuels and fertilisers were added. No target of overall 
growth rate was set. The emphasis was on expansion, 
modernisation, efficiency, and modem management. This 
plan, unlike the subsequ^t mes was more akin to central 
than indicative planning. The investments were financed 
largely out of funds provided by the government. It was 
estimated that after 1948, about half of these funds were 
the counterpart of US aid through the Marshal Plan.- 
Capital for expansion of the steel sector was provided by 
the government oi condition of its merger. During this 
period, coal, electricity and railway transportaticn were 
nationalised. 

The Second Plan (1954-57), formulated on a more 
systematic basis, covered the economy as a whole though 
the development of the basic sectors of the First Plan 
continued to receive priority. The Plan cancaitrated on 
certain basic aspects such as research, improved produc- 
tivity, marketing reform, assistance to equipment and 
training, i.e., programmes to produce more but under 
competitive conditions of quality and price. Goals were 
laid down not only for the economy as a whole but also by 
sectors including housing. The growth rate was high ^d 
most of the targets were over fulfilled. But these 
achievements were accompanied by price hike and balance 
of payments deficit. The major setback was observed with 
respect to imports which went up by 50 per cent over the 
period whereas they had been expected to remain constant. 
This plan witnessed the relaxation of State controls over 
the private sector resulting in loosening of control over 
the direction of investment— a tendency which continued 
since then. Indicative planning, regarded as the hall- 
mark of the French Planning style really started with the 
Second Plan.- The' threat-of socialisation had ended and 
the Planning Commissariat was transformed into an agency 
for forecasting and economising. 

Based on better data and a bigger sectoral breakdown, 
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the Third, Plan (1958-61), was a more sophisticated 
version of the Second. Apart from growth it was also 
concerned with the balance of payments situation. It 
took up the task of preparing the hi^ly protected French 
economy to face international competition which the plan- 
ners anticipated well in advance. The need to reduce 
costs, was underlined by the prospective entry of France 
to the European Common Market which was instituted the 
Treaty of Rome signed in 1958. Domestic growth was 
planned to be lower than what had been attained in the 
Second Plan so as to reduce dependence on imports and 
stimulate exports- **The third plan marked a considerable 
advance on the technical level compared with the two 
previous plans insofar as its objectives were specifical- 
ly directed to balanced growth and covered the whole 
economy in a more systematic fashion. With these in 
view, the plan figures were drawn up in the framework of 
the national accounts, of which a complete breakdown by 
major sectors for the terminal year (1961) was set up. 
The main production targets concerned, once more, the 
basic sectors (energy, steel, non-ferrous metals, cement, 
and the principal agricultural products). But the manu- 
facturing industries, too, were expected to contribute 
heavily to the growth of output (33 per cent) and specia- 
lly to exports (70 per cent) The plan, however, did 
not have a smooth sailing. Its start coincided with the 
political crisis leading to the demise of the Fourth 
Republic and the beginning of the Fifth under de daulle 
in 1958. It did not appear until February 1959 and was 
officially laid aside in 1960 being replaced by an 
Interim Plan for the years 1960 and 1961 which was 
intended to make up for the slow-down of 1958 and 1959. 
Moreover,' the critical position in internal and external 
balance implied primacy of monetary and fiscal policies 
in which the Planning Commissariat had not much role. 
However, the planners continued to influence the restmc- 
'turing of the industrial sector so as to increase : its 
competitive ' .position. ■ ' " ^ 

WhereaS' the first three..' plans,; being; plans .of, ^moder- 
nisation. and equipmmt, ;had' essentially economic pbjec- 
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tives, the Fourth Plan (1962-65) aimed at both economic 
and social developments. Hie economic development part 
of the plan was concerned, as before, with the growth of 
income, full employment, maximum efficiency,, etc. The 
social side on which much emphasis was laid for the first 
time, included programmes for housing, health, education, 
culture, transportation and urban development. These 
constituted *the hard core of the Planh The plan, 
therefore, came to be known as the "economic and social 
development" plan. In addition, problems of regional 
balance were given much importance. The degree of detail 
and technical sophistication contained in the physical 
projection' was of a hi^er standard than that of earlier 
plans. The plan saw an increase in the number of plan 
preparation commissions (Modernisation Commissions) 
thereby increasing the scope for concertation. These 
commissions covered most of the sectors. Inter-sectoral 
consistency--coherence“-was attempted through the so- 
called horizontal commissions. 

The Fourth Plan quickly ran into trouble with an 
unexpected repatriation of refugees from Algeria and an 
inflationary and balance of pa 5 mients_ crisis in 1963. It 
was replaced by the Finance Minister, Giscard d’ 
Estaing®s Stabilisation Plan in September 1963. Certain 
key investment programmes were, however, not affected 
despite the fact that the deflationary policies ran 
against the overall growth strategy.^ **However, despite 
any misgivings about details,' the Fourth Plan did 
represent a remarkable point for French Planning, not 
only because its forecasts were very accurate, but 
because the planners were actually being allowed to per- 
form the useful task of providing coherent information to 
decision makers about the medium term".^ During this- 
period the plan also acquired status of a law. The 
Fourth . Plan marked the end of the second phase (consist- 
ing of the Second, Third and Fourth Plans) of French 
planning. None of these plans were comprehensive though 
they reflected a continuing tendency towards more compre- 
hensive , planning. Hiey worked better on the basic sector, 
concerted . economy side than, on the general resources 
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allocation side. 

The Fifth Plan (1966“70) increased the plan period 
from four to five years and since then a five year plan 
period has been maintained. This plan was prepared in 
the light of the problems of the balance' of payments and 
inflation which had appeared at the end of the Fourth 
Plan. In order to meet foreign competition, the plan 
recommended concentration of enterprises. At the same 
time, it also planned a slowing down of growth in consum- 
ption to a certain extent so as to increase exportable 
surplus. Aggregate output was predicted to grow below 
the long-run trend. Need to restructure the industry was 
also indicated so as to promote exports for financing the 
continued growth of imports. While the projected re- 
structuring did occur to some extent, growth failed to 
slow down during the period. The components of domestic 
demand, particularly investment and government expendi- 
ture grew faster than the previous years; so did exports 
and imports. It was during the period of this plan that 
the well-known ’events’ of May 1968 occurred. What 
started as a student revolt in an educational centre soon 
spread to the whole country. The trade imions also got 
involved. A major crisis overtook the whole nation. 
These factors naturally affected the completion of the 
Fifth Plan. 

The Sixth Plan (1971-75) which followed thereafter 
was drawn up in a climate of increased social tensions 
and growing international competition. It accorded 
priority to the industrial imperative and the constitu- 
tion of more powerful groups capable of acting on the 
international level. It projected the continuation of 
the growth rate of the previous five years concentrating 
on choice of paxtiailax programmes some of them economic 
and others concerning the collective services. The idea 
of the selectivity ' of the plan appeared. The industrial 
sector was projected to grow faster than ever before (at 
7.5 per cent per /annum). The effort to restructure, 
industry continued so as to enable France to face inter- 
national competition. At the same time, the plan made an 
attempt : to 'increase social benefits, 'and increase, the. 
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quality of life through public investinent policy. 
However, the 1973 oil crisis result iiig in sudden quadrup- 
ling of oil prices disrupted the plan. Industrial 
production declined 10 per cent in 1974, tinemplo 3 rment 
exceeded by one loillion by 1975 and inflation reached new 
peaks by the end of the plan period. The period of 
uncertainty that followed reduced the efficacy of long 
term measures as enunciated in the plan. Government 
wished to remain flexible in the face of unforeseen 
possibilities. The credibility of the plan became 
questionable when two major trade unions dissociated 
themselves from it. The senior civil servants seemed to 
have less commitments to it and the government was reluc- 
tant to face the criticism that would result from openly 
disclosing its policy.^ 

"Following a period of hesitancy over the future of 
planning, the preparation of the Seventh Plan in 1975-76 
was characterised by an ephemeral revival of optimism in 
the possibilities of returning to the pre-crisis expan- 
sion and a growth rate of 5.5 per cent was envisaged."^ 
Other objectives of the Seventh Plan, approved in July 
1976, were restricting inflation rate to less than 6 per 
'cent, bringing about balance of pa 3 ^ents equilibrium by 
1980, reduction of ineqtjalities, a better ecnomic balance 
between regions, a more socially effective family policy 
and improvement in the quality of life specially in large 
cities on the one hand and in poor rural areas on the 
other. The programmes bore on either social issues (for 
instance: "a new family policy”, "change in working 
conditions”, "a better life in the cities”) or economic 
issues (for instance: *1ielp the development of small and 
medium size business and craftmanship”, "promote new 
construction techniques") or mixed social and economic 
problems (for instance: "develop the telephone network**, 
by far the biggest programme).® 

The Seventh Plan is noted for an important innovation 
in the field of planning methodology, namely, the inclu- 
Mon of 25 Priority Action Programmes (PAP) as a part of 
the plan. Drawing lessons from the problems of implemen- 
tation encountered in the Sixth Plan and the consequent 
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loss of credibility of plarming, t±[e planners decided to 
secure stronger links with the finance and spending 
ministries* The PAP was a consequence of this realisa- 
tion* , These programmes which were specified precisely 
with details of budget appropriations, implied govern- 
ment's commitment to provide funds for them for the 
required lumber of years irrespective of ctenges in eco- 
nomic situation* They, therefore, sought to provide 
solution to the problem of inadequacy of an annual krfget 
to long range operations* They constituted an essential 
element of the allocation process of public expenditure* 
The main objective of the PAP was to prevent important 
projects with respect to the targets of the plan from 
being forgotten or reAxced in. case of budgetary or econo- 
mic difficulties* .The 25 programmes included under this 
covered about 15 per cent of the government's civilian 
expenditure* This is to be regarded as a significant 
amount since a part of public outlay is usually coimitted 
ai account of past decisions or continuing schemes* 

The mid-term appraisal of the Plan found it to be 
over optimistic* As M. Raymond Barre, the then Prime 
Minister had observed, the difficulties and constraints 
weighing on the French economy were found to be more 
severe than was, thought at the time the Plan had been 
formulated,^ As a result, the Plan was revised in 
September 1 978* It was based on the logic that employ- 
ment was linked to growth, growth to the balance of 
payments and the balance of payments to the adaptaticxi of 
industry*"*^ It, therefore, identified three interdepen- 
dent priority areas, namely, strengthening of the balance 
of pa 3 ments, an adaptation of industry in the' face of 
increasing international competition and an improvemait 
in the employment situation* The revised plan dispensed 
with the earlier practice of prescribing a growth rate 
and other quantitative objectives since these were found 
to be unrealistic in view of the prevailing uncertain- 
ties* 

The Priority .Action' Programmes,, however , , were 'left 
untouched. But their implementatim 1^ to,, several prob- 
lems and', even abuses by the concerned ministries which 
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have been analysed in detail by Prof. Jack Ha37ward and 
wcdld be snnmarised veiry briefly here. Most of the PAPs 

had been inspired by proposals from the ministries, a 

fact that was to make it siibsequently ■ even more difficult 
to promote the inter-ministerial collaboration that was 
an important objective of the whole exercise. An attempt 
waS' made l:y several ministries to include some of their 
non-priority programmes under it since they knew that 
their more important programmes would get financial 
support in any case. The initial enthusiasm of the 
concerned ministries waned once they realised • that PAPs 
might, imply redeployment of their existing funds and 
provide an opportunity to the Plan and the Budget to 
check on the efficiency with which funds were used The 
budget did not agree to the idea of committing resources 
for a five year period. Coordinated implemaitat ion could 
not be possible because of reassertion of departmenta- 
lism. What happened in practice was that each ministry 
managed its ovm piece of the PAP. Often the coordination 
groups either did not meet at all or were attended by 
junior officials without the authority to give joint 
action the necessary impetus. Table 1 gives the list of 
the PAPs. 

As can be seen, about half of the total outlay was 
allocated to telefhones which had an 3 ?way been an increas- 
ing priority of the government over the years. The other 
programmes looked, like ”a fairly random .selection of 
worthy but not dramatic projects that' include ^facilita- 
ting' access to justice”, ’improving road safety’ , and 
^encouraging the care of old people at home**. They were^ 
distinguished by the fact that they were , supposed to 
contain quantitative non~f inancial objectives and a set 
of specified instruments for realizing them, ■ as well as 
the required fixed sum of constant-price Prancs"J^ 

mmmm! mhms of vumim 

The history of French Planning as described in the 
preceding: pages can be viewed- from ■ different angles. As 
far as the content is concerned, one notices a gradual 
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Table 1 THE PAPs OF THE SEVENTH PLAN AND 
THEIR IMPLEMMEATIOJ RATES 



Planned 

per cent 


total 

impleiBait* 

Progranme 

expend* 

ation 


iture in 

rate in 


billion 
1975 EF. 

1980 


1 • Strengthening food and 

3.4 

90 

agriculture industries 

2. Pronoting industrialised 

0.1 

86 

building 

3. ProBoting small and medixm 

1.5 

114 

firms 



4* Development of telephone 

104.4 

91 

system 

5, iGoprovement of transport for 

5.8 

99 

West, South-West and l^sif 
Central 



6, Shaie-Phine link 

0.8 

78 

Development of overseas 

1.3 

95 

territories 



8« Redicing dependence on 

1.5 

96 

iuiported energy and raw 
materials 



' 9 ^ Export proTOtion 

3.8 

90 

10, Improving the public 

3.1 

89 

eoployment service 



11 , ■ Vocational training 

5.9 

117 

for the young 



12* Upgrading manual wrk 

6.2 

76 

' conditions 



13* Prcmoting equal opportunity 

20.6 

107 

in schools 



14. Family policy , 

1 .0 

72 

15* Itomiciliary care for elderly 

0.5 

82 
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Frograimie 

Flamed 
total 
expmd- 
iture in 
billion 
1975 FF. 

per cmt 
implement- 
ation 
rate in 
1980 

16. Prevaitative health care 

4.0 

109 

17. Easier access to justice 

0.8 

115 

18* Cbnsumer protection 

1.9 

95 

19* Improveiaent of accommodation 3*7 

and nursing standards in hospitals 

72 

20. Road safety 

0.9 

91 

21 « improvement of urban life 

12.9 

76 

22. Conservation of architectural 
heritage 

1.0 

104 

23* Rural development 

2.9 

105 

24. Environmental protection 

2.2 

78 

25. Research and development 

10.5 

91 

26. Total 

200.7 

93 


SOURCE: Saul Estrin and Peter. Holmes, French Planning 

in Theory and Practice, London, George Allen 
and Unwin, 1963, pJ63. 

widening "of, the 'spheres of - activity coming within the 
purview of the plans* As can be recalled, the First Plan 
started with six .basic sectors, increased later on to 
ei^t® Gradually the whole economy came under the atten- 
tion of the planners including the social sectors* The 
emphasis, of course, varied from plan to plan in the' 
light of actual situation prevailing at the time* The 
methodology of planning' witnessed a gradual refinement 
and sophistication, reflected in increasing use of models 
and: improvement in' models .themselves,, ' availability of 
.better statistics' and so on* The First' Flan started with 
a more centralised '.approach to planning with government 
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directly affecting the performance of the basic sectors 
thxcxigh provision of funds for development* But this was 
changed from the period of the Second Plan* Another 
significant change in planning methodology was introduced 
during the period of the Seventh Plan when the Priority 
Action Programme vras introduced. 

However, there have been significant changes in the’ 
general perception of the impact of French Planning and 
it is with these that we are primarily concerned in this 
section. Both the Second and' the Third Plans attracted 
less attention in France as well as outside presumbly' 
because of the successive waves of inflation leading to 
balance of payments difficulties and devaluation of the , 
Franc in 1 958. Interest in the Flan began to increase 
with the preparation of the Fourth Plan for 1962-65. 
During the sixties, the popularity of the French plans 
was at its zenith. They attracted attention througjicut 
the world, specially in the western democracies as a 
possible model for adoption in other capitalist democra- 
cies. Writing in mid-sixties, Stephen Cohen observed, 
"the British study and imitate the French Plan. American 
city and regional planners draw models of it. Eastern 
European economists continually visit the Planning 
Commission's offices in Paris. Hie Common Market talks 
about a French Plan for Europe, and the European Left 
thinks it significant enough to view it as a paradigm 
■model of post-war European capitalism".^ ^ And according 
to Prof. Kindleberger, "Belgium adopted planning on the 
French model in 1959. The establishment of the National 
Economic Develops ent Council draws admittedly on the same 
inspiratlori... Perhaps the most persuasive voice- lifted ■ 
in , its behalf was that of a Washii^ton ecceomic’ journa- 
list who urged its application in the United States.^ ^ 
And according to Dr. Cohen, Herbert Stein, Chairman of 
■President Nixon's Council of Economic Advisers, told in 
December, 1973 that the "US might create a planning: 
agency like the Fraich"J^ 

■ Several reasons led 'to the rise in popularity of 
planning. : One was the support and public blessing given 
to it by President de Gaulle who in a speech delivered' in 
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May 1961 exhorted Ms countrymen to regard the achieve- 
ment of the aims of the Fourth Plan as an ^ardent obliga- 
tion® and to make the plan la grande affairs de la 
FranceJ^ At the same time Mr* Pierre Masse who became 
planning commissioner in 1959 and continued till 1966 
took great pains to increase the effectiveness as well as 
popularity of the plans* Almost all experts of French 
Planning regard him as an outstanding individuaL 
Besides, the experience of the earlier plans had convin- 
ced the industrialists and his inessmen that , they needed 
the support of the plan for modernisation and progress* 
Restructuring of industries required long-term planning 
so that advance preparations could be made* The suspi- 
cion that other administrative departments might be- 
having with regard to possible encroachments on their 
spheres of activities was also dispelled in the light of 
actual experience of earlier plans* Another reason for 
this popularity was the coincidence of planning with an 
era of fast progress and the belief that planning had 
something to do with it* During the first twenty years 
of planning, France had an average annual rate of growth 
of about 5 per cent and even exceeded the 6 per cent 
level during the sixties* ■ This was substantially ' higher 
than those of -Great Britain and the' United States and 
quite^ comparable to that of West Germaiy and the Soviet 
Union* Its achievements were highilighted by . its sixtcess 
in modernising a backward economy and conflict :ridden 
society -without' using coercion* Moreover,, as ' compared to 
other.' countries,,,,, growth in' France was,' more, stable as the 
coefficient of variation 'of ^ its average annual growth 
rate was much lower than that of countries like the, U^, 
the UK, Italy and Germai^*^'^ -How far these achievements 
could be attributed to planning is debatable* There , are 
some like Dr* B* Balassa who think that more than plan- 
ning, it was the opening of the French economy to foreign 
trade and external capital .movements that was primarily 
responsible for its success* .Yet another reason was the 
realisation that; French 'Planning had been characterized' 
by a minimum of coercion and bureaucracy and a maximum of 
private decentralised decision-making and flexibility 
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tliereb7 showing the comparability of French style plan- 
ning with modem capitalism. 

The events of May 1968 and subsequent exit of 
President de Gaulle marked a turning point in the history 
of Rrmch planning. This was followed the oil crisis 
of 1973 and electico of Giscard d*Estaiog as President in 
1974. His support to planning was suspected to be luke- 
wani. All these events tended to reduce the effective- 
ness of planning and lowered its prestige despite the 
fact that the technical efficiency of planning had 
improved as can be seen from increasing use of models 
which became more and more sophisticated. The decline 
was with respect to the political influence of the plan. 
The government became pre-occupied with ad hoc and short- 
term considerations and this forced the planners to con- 
cern themselves more with piecemeal programming (PAP) 
rather than achieving an overall strategy. 

The reasons for this decline were both economic as 
well as political. During the seventies economic control 
was becoming lesser and market was becoming stronger and 
stronger. Firms had undergone through a process of 
modernisation and were in a better position to deal with 
market forces on their own. They were no longer depen- 
dent on government support and guidance as was the case 
earlier. Hence the amenability to the discipline of 
planning also declined. At the same time, there was an 
increase in the extent of uncertainties. These were of 
such a nature that planning could not do much to reduce 
them. The main reason for this was decline of protec- 
tionism and increase of open competition. France had 
becQme a part of the European Economic Community (EEC). 
Its foreign trade policy came to be decided in the EK. 
The extent of the openness of the economy can be judged 
from the fact that its imports and exports came to about 
one f cxirth of its GDP. Ihe oil crisis, since 1973 became 
another factor responsible for increasing uncertainties. 
Forecasting became increasingly difficult with an un- 
predictable international situation. It is an irony that 
French Planning became less effective on account of the 
very'' forces created' by it, namely, interoatio^ .competi-. 
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tioii« These were reinforced somewhat' by political 
factors* President Georges Pompidou and more particular- 
ly President Giscard d’Estaing who were in power during 
this period believed in short-term management rather than 
long-term planning* French Planning did not tackle the 
problem of linkage between the short-term and the medium- 
term despite the fact that its technical and administra- 
tive aspects were well-organised and amongst the most, 
sophisticated in the world. Perhaps these two factors 
which caused decline were inter-related: the political 
views of these two Presidents might have been bom out of 
their experience flowing from international competiticn 
and external uncertainties. In addition, some of the 
other factors which had helped in increasing the prestige 
of the plan in the earlier decades no longer existed. 
The growth rate had become very low. The French industry 
had become relatively strong so that it was no longer 
dependent on the plan for its survival and growth. A 
part of the prestige of planning machinery and the plan 
depended on the personal status and prestige of the 
Planning Commissioner. In the early years and specially 
during the time of Masse, the Commissioner*s position had 
retained a certain political neutrality as well as some 
autonomy. It is well-known that planning for about a 
decade in the fifties went on uninterrupted despite the 
very frequent changes in government. This did not 
continue later. Hie subsequent planning heads came to be 
more identified with the governmental machinery and did 
not enjoy that reputaticxi which Masse had.^^ 

immi EXPERIENCE AND HJTORE PRDSPKTS 

The proposed Eighth Plan which was to run from 1981 
' to 1985 had a framework more or less similar ' to the ' 
Seventh Plan including the PAP. Its draft continued the 
emphasis on, selective strategy of planning. ' But' .unlike ■ 
the 'Seventh Plan,' it did not give a global growth rate. 
This was. :prom.pted by an indepth analysis of the,:' inters 
national ' economic^ situation. Hie draft plan also intro- 
duced a new element in methodology of planning by 
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comtructing many contrasting economic scenarios some of 
which were at the demand of the labour unions^ However,, 
the plan could not be implemented. There was a change in 
the political complexion of the government in May 1981 
when the Socialists came to power. They did not want to 
associate themselves with a plan prepared hj the earlier 
govemment. Hence, the Eighth Plan was shelved. In its 
place, an Interim Plan for two years, 1982 and 1983, was 
-introduced. 

This plan, approved in autumn 1981 , was to meet the' 
immediate emergency. It could not be described as a plan 
in the true sense of the term, but merely a plan of 
preparation for the Ninth Plan 1984-89 which was to 
follow it. Its six priorities were: rapid increase of 
employment, development of social security, helping firms 
meet their current difficulties, substantial increase in 
funds for research, improvements in the people’s daily 
work and leisure, follow-up of results of collective 
bargaining (notably in the matter of reduced working 
hours) and structural reforms. The experience of this 
two-year plan was, however, not favourable. This was 
admitted by no less a person than Mr. Michel Rocard, the 
then Minister for Planning, in his inaugural address to 
the French National Planning Commission on September 8, 
1982. Deviations of actual performance from planned path 
were noticed particularly with respect to the rate of 
increase of social benefits. The overall economic situa- 
tion remained unsatisfactory. Imports rose and this 
created problem for balance of pa37ments. As a result the 
adopted strategy could not be followed. Growth was also 
marginal. Thus its evaluation is negative if a macro- 
economic view is taken. However, roost of the policy 
changes have more or less been enforced. 

Meanwhile,, .the govemment decided to undertake a 
number of measures to 'modify and ' strengthen the planning 
process. On December 28, 1981 it appointed a high powered 
Commission, to review the then existing planning process 
and suggest improveraents. In its report, submitted' in 
June 1982, the Commission drew attention to several 
deficiencies of the then pre- vailing planning process and 
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made' si^estioos, to overcome them. In the li^t of these , 
suggestions as well as other considerations, the govern- 
ment passed a new Act on July 29, 1982 to provide the 
legal framework for the preparation and implementation of 
future plans. This Act has tried to introduce greater 
democratisation, into the planning process to bring about 
more decmtralisaticHi and to ensure better implementa- 
tion. The details of this Act will be discussed under 
appropriate chapters. 

In accordance with the new Act, the National Planning 
Commission was constituted by a decree issued on Au^ist 
26,, 1982 and was formally inaugurated on September 8, 
1982. This Commission has 80 members consisting of 
chairmen of the regional councils, representatives of the 
organisations of employers, trade unions, farmers, small 
business, distributive trades/the professions, public 
sector industry, cooperatives and mutual bodies, cultural 
and associative organisations and some experts. It is 
chaired by the minister in charge of planning who is the 
only representative of the govemmoit on this Commission. 

The National Planning Commissicm had several meetings 
supported by the work of administrative and other working 
groups. Each meeting usually lasted for half a day. The 
commission constituted ei^t sub-commissions for detailed 
review of specific items and then discussed the report of 
each of these sub-commissions. Thereupcxi, it met twice 
to discuss the report of the Commission as a whole for 
the:,first law of. planning. Several meetings were also 
held at the time of preparation of the second law of 
planning. The First Plan Bill for the Ninth Plan, fixing 
its strategy and main objectives, was prepared in Jvne 
1983 and the Second Plan Bill, fixing the means of exeai- 
tioii of the;plan, was prepared on December 23, 1983. The ' 
eight sub-Commissions were as below: 

1 -- . &:i«itific, . Technological 

Canditicns and Cbltural Development. . 

- ; ,2, — ' Itevelo|attent of PrcxAictive-. Activities., ' , 

, ,3 , . Financial Economy:. Choice and Metl^ds., 

,„4 Employment, Itevenue and ^lidarity. . . , 
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5 , — Decentralised Development — Territorial and 
Cultural, 

6 -- - International Economic, Financial and 

Cultural Relations. 

7 — Social, Cultural and Educational Development. 

8 — Inter-group Employment. 

The Commission has been quite active if judged bj the 
number of meetings held. But these meetings were not 
well attended. In particular, the participation of 
regional representatives was low. Perhaps, the meetings 
called were so frequent that the members of the Commis- 
sion who are otherwise busy could not find time to 
attend them. This might have been, true of meetings 
during the first plan law but not of those during the 
second plan law when meetings were much less. Perhaps, 
the Commission bad difficulty in understanding what was 
expected from it. The Commission gives advice without 
power. Government did not accept most of the views 
expressed in the Commission meeting and this might have 
reduced the importance of the body as perceived by its 
members resulting in their absence from the meetings. 
There was no consensus among the members of the Commis- 
sion on many aspects. But, as there is no provision for 
voting, the views were simply recorded. 

The Ninth Plan has been finalised and approved for 
execution from 1984. It shows how the government is 
interested in widening the field of planning. Apart from 
economic and social aspects, it would cover cultural 
aspects also. The extension of the public sector as a 
result of nationalisation of banks and other key indus- 
tries by the new government was intended to serve the 
same purpose. The integration of plans made at the level 
of regions, public and private sector enterprises and 
even certain local collectives is intended to widen the 
scope of planning and to transform it from the plan of 
the state to the plan of the nation. 

The^ Plan regards modernisation of the economy 

as a central task and, therefore, puts greater emphasis 
on industrial investment, research and training. The 
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emphasis on increasing self-snfficiency in energy would 
continue. Several programmes of social development would 
be taken up. The pride of place has been assigned to 
twelve priority programmes known as Pregramme Prioritaire 
d® Executioi (PPE) which form the hard core of the Ninth 
Plan. They would be funded despite all cyclical fluctxaa- 
tions. Over the period of the Plan (1984-1988) an 
amount of 350 billion Francs at 1984 constant prices 
would be spent on these priority programmes half of which 
would be for training, research and employment. These 
programmes are intended to ensure achievement of the 
basic objectives of the Ninth Plan. Several of them have 
been disaggregated into sub-programmes. Table 2 gives 
the list of these programmes along with the budget appro- 
priations for each of them for 1984 and planned outlay 
for the five years 1984 to 1988 at constant 1984 prices. 

Table 2 PPE OF NINTH PLAN 


(In billion Francs) 


I 

Programmes 

1984 

Budget 

9th Plan 
Outlay 

1 

'j 

'm, , 

1 . Modernisation of industry through 
new technologies and increased 
savings 

3.2 

19.9 

J 

2. Continued renovation of the 
educational and Youth training 

system:^ 

16.6 

91.5 


3. Encouragement of research and 
innovation 

10.6 

64.2 

1 

4. Expansion of the coimmunication 
: industries 

3.6 

21.2 


5. Greater energy self-sufficiency 

2.8 

15.5 


6. BBplo3mient 

5.4 

36.3 


7. Improved selling in France and 
Abroad 

4.7 

27.7 


I 
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(In billion Francs) 




1984 

9th Plan 


Programmes 

Budget 

Outlay 

8. 

Development of an environment 
favourable to the family and births 

0.2 

1.3 

9. 

Decentralisation 

3.3 

21 .0 

10.. 

Better urban living 

2.6 

15.1 

11. 

Modernisation and improved 
management of the health system 

5.1 

28.7 

12. 

Improvement of justice and security 

1.3 

8.1 


Total 

59.4 

350.5 



60.0 

350.0 


This completes our review of the history of planning 
in France. What are the prospects for the future? An 
objective appraisal of the facts and circumstances as 
they stand in 1983-84 do not indicate a very bright 
future for French Planning. It is true that the new 
government, in contrast to the previous one, has been 
trying to strengthen the planning process. But there has 
been no change in the basic economic factors responsible 
for the denigration of planning, namely, international 
competition and external uncertainties; nor are they 
likely to change in near future. In view of this, it is 
doubtful whether planning will be as effective as is 
being held out by the new government. Further, the 
growth rate during 1970-79 has been 3 per cent in terms 
of per capita GNP. And the prospects for the next few 
years are estimated to be even lower, in the range of 1 
to 2 per cent only. Such a low growth rate is not expec- 
ted to create a favourable climate for planning. It may 
be recalled that one reason for the high pedestal to 
which planning had been placed in the fifties and sixties 
was the simultaneous occurrence of hi^ growth rates and 
a feeling that planning had something to do with it. 
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The new plamirig is Hiudi more ambitious* Hence tMe 
risk of failure is also greater. Two such risks may be 
pointed' out. Its drive towards democratisatioo of plan- 
ning"-govemed partly by ideological considerations— has 
led to the ’involvement of politicians in the planning 
process (see Chapter III). However, planning is not 
something which is easily understood by politicians. 
They believe in quick yielding projects and are generally 
reluctant to take up unpleasant decisions implied in the 
long run by the planning exercise. Secondly, the current 
enthusiasm for planning has led to the creation of ’a 
large number of new departments which have been placed 
under the new ministers. The new team is full of pro- 
posals for different types of action. Ihe problem now is 
not so much to stimulate programmes from the ministries 
as used to be the case earlier but to make the depart- 
ments aware of the limits to action in view of financial 
constraints. The initial enthusiasm for planning is, 
therefore, likely to decline in case enou^ funds are not 
made available to meet the spate of proposals which would 
be coming forward. In other words, there is need for 
redeployment of resources which is always more difficult 
to be brou^t about than mere expansion or introduction 
of new activities. This also underlines the need for 
coherence. It has been noticed that the public agencies 
are more difficult to be controlled and coherence, there- 
fore, becomes more difficult. Much would also depend 
upon the willingness of various social partners like the 
trade unions,' the private .business and public , enter- 
prises. Trade unions have not shown much enthusiasm for 
the plan. Public enterprises continue to believe in 
autonomy. 

the cabinet level, the planning portfolio was 
allotted to one of the ministers rather than to the 
Prime Minister, .This decision might have been^ taken ;more.. 
on personal ' considerations than on requirements of .making 
.planning more effective. This was not likely ' to raise 
the .effectiveness of the planning syste.m. ' ' Such ' expert- ■ 
m'ents . had ...been .made earlier' also, e.g*., ^ in'., the''. late ' 
fifties (1954-61) and mid seventies (1976-77) but were 
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not found suitable because the inter-ministerial role 
which any planning has to perform is reduced whenever the 
planning office is under the charge of one of the minis- 
ters» Such an arrangement creates one more layer between 
the plan and the Prime Minister. However, a change took 
place in April 1983. Mr. Jean Le :Garree, an engineer 
from the IBM in France, was appointed Secretary of State 
under the Prime Minister and given charge of planning and 
regional affairs in place of Mr. Rocard who was shifted 
elsewhere. Thus, technically speaking planning came back 
under the jurisdiction of the Prime Minister but it was 
actually in charge of a junior minister. 
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CHAPTER II 


Nature and Scope of French Planning 


Ifie several plans described earlier differ a lot feom 
each other, as they might be expected to, in view of 
changes in circumstances from time to time* But their 
general framework and philoso|Aiy hav^e remained more or 
less the same as those outlined by Jean Monnet, the 
father of French Planning. Even the present socialist 
government which has introduced several changes in the 
planning process has not changed the basic features of 
French Planning. It has described its planning reform as 
”a return to the inspiration of the founders of French 
Planning" J 

PLAIfnilS m 

Planning in France as in India has co-existed with 
the functionir^ of a market economy which unlike India’s 
has not been subjected to much control and regulation* 
Ihis, therefore, raises a basic question about the eKtmt 
to which the French economy can be regarded as a planned 
me,- Is French Planning a planning in the real sense of 
the term? Does it involve purposeful direction of rescxir- 
ces? If so, how does it affect the functioning of the 
market mechanism? ' The answer to these questicus depmds 
upon the way the term planning is defined. On this, 
there is no consensus. If planning is understood in the 
sense. of -a. complete direction of all resources of a 
nation of , the type that exists in a comiiunist country 
then certainly France cannot be described as., a planned 
ecceomy. The government does not have direct ' ownership 
or ccmtrol. „over. all or even a major part of the .means .of 
production despite the ..gradual increase in this over , a 
period of ' .time. '' Hor does .it, indulge ordinarily , in price 
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and wage controls, import quotas, consumer ' rationing or 
government allocations of raw-materials and capital of a 
type that exists in market economies like India It is a 
characteristic of the French planning ■ system that ; it 'is 
based primarily oti persuasion, consent and inducements 
rather than on coercion. It reduces constraints for the; 
market rather than increases them. However, authorita- 
rianism and collective ownership of the means of produc- 
tiai need not be the essential characteristics of plan- 
ning though they seem to be so in view of the close 
association of the term planning with the Soviet economy. 
What planning implies is a purposeful direction of 
resources by the state the outcome of which should be 
different from the one brought about the free play of 
market forces. The methods employed may vary from 
country to country: these include public ownership of 
means of production or use of coercion, inducement or 
persuasion or varying mixtures of these. All of them, 
however, aim at solutions which should be different from 
the ones that would be brought about ty the market forces 
in the absence of planning. 

A really significant question that arises here is 
whether the methods relying exclusively or primarily on 
inducement or persuasion can be effective in influencing 
the market to the desired extent in the desired direc- 
tions. Propceents of the Soviet style planning feel that 
they can*t-and hence they equate planning with state 
ownership and control. On the other hand, there are 
others who hold the view that it ' is possible , to influence 
the market by appropriate policies without resorting to 
control or public ownership. They believe in planning 
through the market rather than at the cost of market. To, 
them, Prance provides an example of how the authorities' 
have^ succeeded in attaining certain goals through the 
market mechanism. Doubts, however, still persist in 
several quarters about the efficacy of this method in' 
general and the extent to which it can be considered to 
have succeeded in France in particular. We would, ■ there- 
fore, ..try. to understand .the nature of the .Praich experi- 
ment :and^ assess its effectiveness. 
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■An essential characteristic of planning, no matter 
what , method is used, is that it resiilts in interventions 
in the market. It has been so in France also. But 
interventions by themselves need not constitute planning. 
Governments intervene in the market even in countries 
which are not planned. In France itself, there are 
several interventions which are not related to planning. 
As Kindleberger rightly pointed out, in the French 
context, **Planning is to be ' distinguished from dirigisme 
#iich prevailed in the inter-war years — the steady inter- 
ference of public decisions in response to day-to-day 
difficulties without systematic, long term elicited 
aims. 

Much of the success of planning through the market 
would depend upon what its aims are and the extent to 
which they are in harmony with those of the market 
forces. Planning throu^ the market has greater chance 
of success if its goals are in harmony with the interests 
of the leading operators of the market. Goals like 
efficiency, modernisation and growth belong to this cate- 
gory. On the other hand, it may be less effective if the 
goals run counter to the interests of these operators. 
For example, goals like a more equal distribution of 
income or restricting the growth of monopolies belong to 
this category. As will be explained at the end of this 
section, an important reason for the so called success of 
French Planning lies in the fact that its aims have 
always been in harmony with the interests of the big- 
business. French Flaming has been planning in a market 
economy for the benefit of the market economy. 

There are several ways in which the French style 
planning is supposed to work through and influence the 
market mechanism. One is throu^ provision of additional 
information whidi helps enterprises to improve the formu- 
laticm of their plans and programmes. The functioning of 
the: price^ m is usually* characterised by a certain 

'd^ee of uncertainty.. Firms have imperfect knowledge 
about the intention; and probable operations of other 
firms', ',,and,, therefore, "about ,the, economy as ' a whole. 
;<km8,ecjum plans, and schemes ' of ten go awry. By 
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providing this information in an objective manner, plan- 
ning reduces uncertainties and helps the market mechanism 
in moving towards equilibrixm solutions without the costs, 
which are usually associated in a non planned -market 
economy. In other words, planning is like market 
research. It supports or supplements rather than 
replaces the market mechanism. As Prof. J.E. Meade 
has pointed out "forward markets and indicative planning 
are in fact information systems which reduce uncertainty 
by passing to producers the knowledge which consumers 
have about future demand conditions, and passing to 
consumers the knowledge which producers have about future 
supply conditions"^. As a result private firms benefit. 
The entire economy also baief its because of reduction in 
production bottlenecks in specific industries whidi may 
otherwise affect the production plans of dependent indus- 
tries. The reduction in uncertainties favours higher 
investment and more rapid expansion and smoothens indus- 
trial fluctuations. The information made available the 
plan would be better not only because it is more compre- 
hensive but also because it is consistent. Demand 
projections for all sectors would be prepared on the 
basis of uniform set of assijmptions and checked against 
one another for consistency. It is this aspect of plan- 
ning which helps it in becoming a universal guide for 
decisions. Such an information also helps the government 
in knowing the possible effects of a change in economic 
policies on the entire economy. This may result in 
adoption of more rational and coherent ecoiomic policies. 

The allocative impact of planning may be produced 
from two types of information, one with respect to future 
prices and markets of the type provided by a full set of 
forward conditional markets and the other with respect to 
forecasts of macro-aggregates. ' It is the latter aspect 
which' has ^ been more prominent in France. The plans 
provide forecasts of growth which may be taken into 
accotmt : hj enterprises for their own . operations.' ^ The ■, 
significance of this consideration increases further 
It is noted that the planned projections are not just 
forecasts in the ordinary sense of the term but often 
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carry an element of normative jxjdgement in the light of 
set objectives® In this way, the information contained 
in, a plan would induce firms to expand their output to 
the limit set by supply potentiaL 

The information provided is cost efficient in view of 
economies of scale involved in its collection, compila- 
tion and dissemination® Besides, there are general 
equilibrium or macro- economic inter dependencies which 
can best be observed by planners familiar with the whole 
economy and the manner in which the different elements in 
the market fit together® The sheer volume of information 
that firms would have to collect and process in order to 
m^e optimum decisions under uncertainty is too large to 
be handled efficiently by enterprises. Provision of such 
information by the state would be conducive to more 
efficient allocation of resources by the market forces. 

The preparation and publication of information 
becomes an instrument for implementation of a plan based 
on them. Firms in their own interest would like to 
conform, to the guidelines or indications contained in the 
plan. There is no need to make use of the coercive power 
of the state. There is no threat to freedom, right to 
private property and market mechanism. 

Much, of course, would depend upon the correctness of 
future predictions and the extent to which these are 
considered reliable by enterprises. The allocative 
impact of planning would be worse if the information 
provided is inadequate or unreliable or plan predictions 
turn out to be incorrect. This is quite probable. In 
such a situation, in due course, the information provided 
by the plan may lose its credibility. Plan projections 
may fail to influence the rate of growth if enterprises 
choose to ignore them or are unwilling to place high 
trust on them. 

The relevance of the considerations mentioned above 
.can. best be understood with reference to experience, iri: 
France. As Estr in and Holmes have pointed out the French 
economy,, was relatively simple in the ' early . years of 
plarniing.^ ^ T^ were more accurate. The plan- 
/ners 'Werev'm a' position to have a 'large' impact on, the 
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systeiB as a whole by focusing attention on easily identi- 
fiable ® important* sectors* Subsequent changes, however, 
made planning more difficult as we have already seen in 
the previous chapter. **rhe number of potential environ- 
mental paths had vastly multiplied by the end of the 
1960s, with a growth in foreign trade, the state and the 
service sectors and the general sophistication of the 
economy. Moreover, the system was sufficiently complex 
to lack obvious * important’ or leading sectors..,. The 
planners judged the environmmental paths and 'important* 
sectors incorrectly in all plans after 1965, which meant 
that there were serious errors in their predictions. Hie 
high prestige which the plans had gradually built up 
could have led people to incorrectly shift their expecta- 
tions if they had believed the planners, and thereby 
suffer losses relative to ^at would have occurred in the 
absence of planning. But the actual long-term effect 
was that agents completely lost faith in the plan fore- 
casts. Hence, paradoxically, the institution designed to 
* reduce uncertainty* lost its impact in a period of 
rising uncertainty**.^ 

It is a characteristic of planning through price 
mechanism based on dissemination of information that it 
is not obligatory for the private sector to carry out 
the plan. Hence a situation of the type depicted above 
is likely to arise. However, the French have designed a 
planning system in which the private sector is also 
associated with it. The details of this are presented in 
the next chapter. As a result, formulation of the plan 
takes into account the information supplied and views 
expressed by the private sector. But the types of prob- 
lems indicated earlier would still arise if there is a 
convergence of views on the wrong outcome. Moreover, the 
mere fact that the consultation process takes into 
account the plans and projects of the private sector 
enterprises does not guarantee that they obey the plan. 
They may agree on something in a meeting, but may opt out 
of it later on specially in view of changing circum- 
stances.,' .. 

The plan also enables the government to evolve a 
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framework of policies for influencing growth* The plan-- 
ning exercise provides a mechanism for the government 
departments and public sector units to exchange informa- 
tion and evolve a common, and coherent approach on various 
issues of public Interest after muttjal discussion* The 
policies are expected to influence market trends throijgh 
providing ' certain incentives or disincentives* The 
extent to which these interventions in the market amomt 
to supplementing or replacing the market mechanism is a 
question' to which' there is no definite 'answer* Available 
evidence on this will he examined in a' subsequent 
chapter* 

. The task of planners ■ has 'been facilitated by the fact 
that France, though a capitalist country, differs from 
other capitalist countries such as Great Britain or the 
USA with regard to the role of the state in economic 
affairs* There has been a long tradition of state inter- 
ventions in the market and this has not been a subject 
■matter of controversy as 'in' the cas-e of Great Britain* 
.Planning, meant an 'extension or strengthening of this 
tradition: it Implied planned intervention in place of 
unplanned one. Because of this interventionist tradition 
and because the market system never had a total dominance 
as' in Britain,' the functioning of the market economy did 
. not evoke any significant opposition to the introduction 
and operation of plamir^ in France* 

At the same time, the nature of the planning process 
specially its reliance on the market was such that it did 
not pose a threat to the functioning of the market 
system. Instead, it tried to enlist the fullest possible 
cooperation 'of . the private sector in. the process, of 
forniulation of the plan itself. Business enterprises 
have always been adequately represented in the concerta- 
tion process through the modernisation commissions/work- 
ing groups* In addition, their influence is also felt 
through the ministries with whom they try to maintain 
good rapport* The ministries generally support their 
industries in any dealings with outside forces* Business- 
men may even persuade the ministries to bear pressure 
upon the Planning Commissariat to raodi]fy its programme to 
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suit their own interests. , . ■ 

More importantly, concertation has been facilitated 
because of the overlap between the aims, objectives and 
prograuimes of planners and those of the- big business, 
.e«g®, expansion and modernisation. Planning, indeed, 
came- as an aid to the market system so that it can face 
international competition. The plans have concentrated 
on efficiency and expansion and not on questions of 
equity. They have not made any serious attempt to change 
the directions of development. Nor have they put any 
restriction on the expansion of big business. Rather the 
French planners have categorically and indiscriminately 
encouraged mergers. ”In no published statement has the 
Planning Commission (i.e., the Commissariat) opposed a 
merger--not even when two such giants as St. Gobain and 
Pechiney combined their chemical operations."^ Finally, 
it may also be said the French bureaucracy have close 
links with the business executives having common social 
and cultural bonds. Often they come from the same social 
background and attend the same or similar educational 
institutions. Hence there has been no problem of any 
communication gap between the two. Speaking of the 
fifties and sixties Dr. Cohen pointed out that over 
twenty-five per cait of the Inspectors of Finance used to 
shift over into executive positions in the largest 
industrial firms and banks.^ 

SCOPE OF mmm eocmmt 

It is not possible to make any categorical statement 
regarding the extent of the economy subject to planning 
in France or for that matter in any market domihated 
economy. France, no doubt, has a large public sector 
dpvering many of the more important economic activities 
which are expected to function as per the directives 
given by the state., ■ Prima facie, . such units provide ,a 
potent instrument for influencing the operations of 
several related ^ activities and enterprises, under the 
private sector also. However, in view of the very strong 
tradition of autenomy enjoyed by public sector units in 
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France, the extent to which these units are being 
controlled by the planning authorities has been a debata- 
ble point, on which more will be said in Chapter V« 
Besides, as elaborated in that chapter, the government 
Influences the decisions of private sector through 
incentives provided by its policies like those of capital 
issue and credit. But to what extent and with what 
effectiveness is not known. And finally, the plan is 
said to influence the behaviour of a large multitude of 
firms both in the public and private sectors by obtaining 
their consent through persuasion exercised through a 
consultative process and by becoming the reference point 
for action. Thus, it can be said that the extent to 
which the Freich economy is amenable to influence by the 
plan is considerable — an assertion which could be 
supported by the rather close correspondence between the 
planned and actual levels of activity in several sectors 
specially till mid sixties. As pointed out 1^ Estrin and 
Holmes, projections of GDP and consumption have been very 
close to outcome with the errors rarely exceeding 4 per 
cent of the forecast over five years/ However, the same 
authors also point out that achievements in the sphere of 
exports and imports deviated significantly from the plan 
projections. Significant deviations have also been 
observed for the industrial sector. Hence the issue 
remains unresolved. 

In this respect, one also finds some interesting 
inter-sectoral variations. Agriculture was never really 
planned, even though Estrin and Holmes in the study cited 
above, observe a close correspondence between plan 
projections and achievements in this field. Government's 
interventions in agriculture have been limited primarily 
to fixing agricultural support prices, providing for 
subsidised agriculture credit and giving other subsidies 
to agriculture. Decisions on what to produce, how much 
to produce and how to produce are made by farmers or 
their associations. Agriculture, however, does not 
occupy an important place in the French economy. In 
1981, its share in gross income was 4 per cent and that 
in employment 8.5 per cent. Industry on the other hand 
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provided about 40 per cent .of income and 35 per cent of 
employment*^ Defence has fcoictioned outside the planning., 
system*. But industrial sector which is the most impor- 
tant and dynamic sector of the economy has been the 
subject of planning from the very beginning even thou^ 
the planning has been piecemeal* Social facilities aod_ 
infrastructure have also been under the review of plan- 
ners* 

The successive plans have witnessed an enlargement of 
the extent of the economy coming under the plan. Thus, 
the First Plan dealt with a few basic sectors considered 
to be in need of priority development. The scope was 
extended to all industries from the Second Plan. Progres- 
sively and particularly from the Fourth Plan, the 
programming field moved from the production sector to the 
social overhead capital sector and, more particularly, to 
social facilities* And with the Sixth Plan, the program- 
ming was virtually complete. According to Ullmo, this 
plan laid down the five-year block figures for equipment 
expenditure for each of the ten major 'collective 
fxanctions* (i.e., education, health, urban development, 
transport, telecommunications, etc.). It considered 
operating costs and transfer costs as well as investment 
costs with the implication that the analysis should cover 
the whole budget. The corresponding operations were 
programmed either every year or every few years by the 
various ministerial departments and regional authorities. 
While planning has been dominated by aspects dealing with 
investment and production, it could not remain completely 
unconcerned with questions of distribution. As Ullmo 
points out, from the Third Plan onwards, the physical 
stucfy of growth was extended to the study of the distri- 
bution and redistribution of incomes (overall ecmomic 
table). And "after the Fifth Plan had included social 
benefits, the planners began to examine the distribution 
aspects of the various collective functions, while a new 
'target-groups’ approach aimed at identiJfying and embrac- 
ing all aspects of economic and social policy concerning 
certain particular social groups (old people, children, 
immigrants, etc.)* Lastly, the regionalisat ion of the 
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Plan rapidly became an attempt to link regional and town 
plan with national planning, these plans being themselves 
linked with the general guidelines of the policy of 
balanced territorial development."^ However, as pointed 
out in the Eighth Plan, with the steadily broadening of 
its content, the Plan lost some of its force. *T:he 
regard in which planning procedures were held resulted in 
increasing pressure to have a largest possible number of 
government subsidised public infrastructural projects 
included in the plan and this has transformed what should 
have remained a declaration of national and regional 
priorities into a catalogue of piecemeal operations of no 
clear significance."^ 0 


PLAN OCHTEOT* 

The plans assemble and publish reliable data and 
information on major issues related to country’s econo- 
mic and social development. They analyse current economic 
and social situation and explore the future. They shed 
li^t on controversial matters which quite often receive 
an unscientific and oracular treatment. They classify 
and state national goals and thereby help in increasing 
the coherence of government policies. They give firms 
the ri^t guidance in their long range decisions. 

Apart from providing these guidelines for economic 
and social policy, some of the plans also providal a list 
of coherent set of targets to be achieved and contained 
certain more detailed action programmes the scope of 
which has varied from time to time. In the early plans, 
these action programmes were mainly concerned with 
certain production sectors, but later cn were extended to 
cover social sectors also. The first two plans gave 
production targets for a select list of industries. Later 
on, the plans tried to put together integrated framework 
for the country’s overall social and economic objectives. 
There was a gradual shift towards more macro- economic 
planning from the Third to the Seventh Plan. With the 
Fourth Plan, the entire economy came under the purview of 
the planners. Specific projects were not, in general. 
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written into the Plan mless they had particular politi-- 
cal significance. Overall growth rates came to be deter- 
mined and included in the plans. Interest in macro 
policies waS' also evinced. 

Different plans have adopted different approaches 
regarding public outlay. Before 1961, the plans gave an 
outline, of future developnait of the economy especially 
industries in both the public and private sectors. They 
sought to influence the decision makers in use of their 
funds. The Fourth and Fifth Plans, however, concerned 
themselves with the budget and contained targets for the 
growth of public investment by category. The Sixth Plan 
merely predicted overall public spending. Subsequently, 
it was realised that in this type of programming overall 
public expenditure covered a wide area which imposed too 
much rigidity on the execution of the annual budgets. 
Hence the idea of planning public spending as a whole was 
given up. Accordingly, the Seventh Plan concentrated on 
a limited number (twentyfive) of priority action program- 
mes (the PAP) covering only about 1 5 per cent of the 
State* s overall civil expenditure budget which was to be 
immune from future cuts. These have been described in 
the first chapter. The still bom Eighth Plan continued 
this feature. The Ninth Plan has also adopted the same 
approach with some modification and under a different 
name (the PPE). 

Another change noticed in recent years is the tendency 
to avoid fixing targets whether macro or micro. The 
increasing uncertainty on account of the international 
factor and the planner’s inability to predict them 
correctly showed the futility of having precise targets. 
Moreover, authorities in the Finance Ministry who are in 
charge of short-term regulation do not like to be bound 
by medium term decisions. Hence, in place of targets, 
the Revised Seventh Plan as well as the Eighth Plan 
indicated strategies expressed in qualitative terras only. 

It is worth noting that the Ninth Plan prepared under 
a different government has adopted more or less the same 
framework. It is expressed primarily in terms of strate- 
gies rather than targets. Some compromise targets at the 
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macro level, e,g«, for the growth rate, inflation, 
balance of pa 5 mients, emplo 3 mient and foreign trade iiave, 
no doubt, been' given, but these are expressed in relative 
and not absolute terms. For example, it has been indi- 
cated that the growth rate should be higher than and the 
inflation rate lower than the corresponding rates of the 
EEC. The similarity in the approach of the Ninth Plan to 
the preceding one reflects how planners have been guided 
by objective considerations and are not swayed by party 
programmes alone, 

INDICATIVE PLANNING 

Indicative Planning (as opposed to imperative) has 
for long been regarded by many as the most important 
feature of the French Planning system. This implies 
planning without control. It shows the directions in 
which the economy ought to go rather than providing 
specific targets for individual plants and firms. This 
is supposed to reconcile economic planning with decentra- 
lised decision-making, private property, democracy and 
efficiency. "It is the great virtue of French Planning 
that it has left individual firms to experiment, inno- 
vate, overexpand and underexpand by restricting its plan- 
ning to indications rather than commands". Conceived in 
this way, French Planning supplements rather than 
replaces the market. 

Indicative planning, however, is not a very correct, 
description of French style planning since it ignored the 
role of practical objectives which have been essential 
features of every plan. In fact, as Bauchet pointed out 
long ago, "the merely ’indicative plan’ by which a State 
attempts only to look into the future without trying to 
change it is not worthy of the name."^^ The basis for 
indicative planning lies in the belief that the French 
plans just give forecasts of economic activities. 
However, the projections of the future or the targets 
given in the plans are not just the outcome of forecast- 
ing in the usual sense of the term; they also take into 
account the directions of State policy. The targeted 
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levels are on the assumption of the operation of the 
planned policy measures. Such targets have been fixed 
for certain basic sectors as in the first two plans or 
for macro aggregates like overall growth rate as in the 
subsequent plans. Targets are usually’ fixed throu^i ' an 
iterative process. One may first set the objectives and 
then find out the policy instruments and then . 1 terate. 
Or one may first fix the instruments, see the outcbme and 
then iterate. Thus the plans provide conditional fore- 
casts — some of the conditions being elements of a policy. 
The manner in which the forecasts are determined can be 
Illustrated with reference to what happened during the 
preparation of the Seventh Plan. The INSEE had made a 
forecast of the growth rate of income at 3.8 per cent. 
However, the government considered it rather low. There 
was, therefore, a deliberate decision to have a more 
ambitious target of 5.5 to 6 per cent.*^ 

A purely indicative plan would imply that government 
does not orient growth in a direction different from that 
which would have prevailed in the absence of the plan. 
This view of indicative planning is clearly inapplicable 
for any scheme of planned development which is a norma- 
tive matter of values, choices and conflicts. The 
direction of growth is determined by choices between 
(say) more hospitals or more motor cars, more leisure or 
higher output, etc. Any normative decision is bound to 
affect the allocation of resources. Suppose government 
decides to have more of schools and colleges. As a 
result, other sectors will not expand as quickly as they 
would have done otherwise. Ihis can be brought about in 
several ways by affecting demand or supply. In order to 
raise more resources for the purpose, the government may 
reduce demand by raising more taxes or by reducing its 
subsidies or raising hire-purchase rates. Or it may, .act.' 
.on the. supply .side by . raising interest rates,. or" by 
limiting the inf low of foreign goods. Or it can adopt "a 
policy of deficit financing and allow the resulting 
inflation to reallocate resources through the market 
raechanism. The purely ma outcome is modified in any 
case. ' ■ For e,xample,. an increase in interest rates may 
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affect capital intensive industries more than labour 
intensive ones» Similarly, ■ an increase in hire-purchase 
rates may reduce demand for consumer durables more than 
that for medical services. Subsequent modifications are, 
of course, brought about by the market mechanism. The 
economywide implications of a contemplated shift in 
resources could be studied by an indicative plan. It may 
provide information not only to the government which 
takes the initial decision but also to all those who may 
be affected it. 

When some French economists and planners describe 
French Planning as indicative planning, they wish to 
differentiate their planning from the one pursued in the 
Soviet Union. It is understood that the so-called 
targets are not just forecasts but are affected by the 
objectives of the government, and that government uses 
policy instruments for their attainment. But these 
instruments are consistent with the fxmctioning of a 
market economy. There is no coercion or control of the 
market. Even the public sector enterprises are given 
sufficient freedom of operation. 

But all these do not imply that government remains 
passive or just provides indications. As Planning Commis- 
sioner, Masse pointed out long ago ”... The Plan is in 
principle normative, the project icn (on which the plan is 
based) is partly normative and partly predlctional”.^'^ 
Masse, therefore, described French Planning as "indica- 
tive but active”.^ ^ What this implies is that French 
Planning is not confined simply to forecasting and 
describing the spontaneous development of the French 
economy- -as might be suggested by the term indicative, 
but also to guiding it towards the attainment of chosen 
objectives for which purpose certain policy instruments, 
mostly of the nature of incentives, are used. Some of 
these policies are discussed in other chapters. 

Similar viewpoints were expressed by M. Jacques 
Delmas - Marsalet, a former Oiief of the Finance Division 
of the Planning Commissariat in his address at the London 
School of Economics in T976v As he points out "nothing 
could be farther from the truth than to consider the Plan 
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as some sort of passive instrument of pure prediction. 
On the contrary, the Plan attempts to correct the dis- 
equilibria and modify the trends revealed hy the projec- 
tions. A Plan thus contains targets or guidelines that 
are defined during its preparation."^® To quote M. 
Jacques Delmas — Marsalet again, the Plan is "a complex 
mixture of forecasts concerning the behaviour of private 
participants in economic activity and agreements under- 
taken or guidelines publicly advocated by the authori- 
ties".’’^ 
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CHAPTER III 


Institutional Framework 


One of the roost distinguishing features of French 
Planning, which has attracted widespread attention, is 
the way it involves thousands of people in various 
comroissions, committees and study groups. The French 
plans are not just growth models formulated by planners. 
Instead they are worked out through a long process of 
studies, discussions and consultations which involve the 
interaction of a number of organised economic, social and 
political forces in the country such as: (i) representa- 
tives of government departments and agencies, (ii) agri- 
culture, industry and trade associations, (iii) labour 
unions and associations with social purposes such as 
consumer associations, (iv) experts nominated by the 
government, and (v) political institutions including the 
Economic and Social Council, the National Planning 
Coffiiiiisssion (since 1982) and the Parliament. ■ In the 
words of Masse, ‘TThe French Flan... is not the product of 
experts or, as one says these days, of technocrats, who 
like a computer, would design a programme without consi- 
deration for opposing points of view or feeling. Rather 
it' is, the culmination of a complex procedure In the^ 
course of which a large number of interested parties are 
consulted."*^ 


PLAimNG OMttSSAR^ 

A central position in this process is occupied by a 
technical bo% known as the Commissariat General du Plan 
(hitherto referred as the Commissariat) which came into 
being in 1 9461' It has been responsible for preparat.iou 
of plans and monitoring their progress. It consults 
hundreds of people, , sets up. a number' of cora:m'ittees,”'',feeds 
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them with technical information, helps them elaborate 
their views and so on. By itself, it is a small body of 
professional experts whose strength in 1983 was around 75 
and was much smaller earlier. It has a few horizontal 
divisions—Economics, Finance and Regional and several 
vertical sections covering agriculture, industry, aiergy, 
transport, etc. Administratively, the Commissariat has 
been 'under the direct charge of the Prime Minister except 
for the years 1954-61 , 1976-77 and 1981-83' as detailed 
below. Since April 1983, it is under a junior Minister 
who works under the Prime Minister. 

Ministers in Charge of Planning 

1946-53 Prime Minister 

1954-61 Minister of Finance and Econcoiic Affairs 

1962 Back to Prime Minister 

1976- 77 Minister of Planning 

1977- 81 Bade to Prirc Minister 

1981-83 Minister of State for Planning and 
Territory Management 

April 1983 Secretary of State (under Prime Minister) 
for Planning and Territory Management. 

The Commissariat is headed by a hi^ ranking officer 
called Planning Commissioner (Gommissaire Au Plan) who is 
assisted .by subject specialists drawn from the academic 
and administrative fields along with some who have spent 
years in' the Commissariat itself. Several commentators 
on French Planning have shown how the influence of the 
commiss.ariat often depends on the persmal status of its 
staff and specially its head. Much also ' depends on the 
personal equation of the Planning Commissioner' with the 
President and the Prime Minister. There have been 8 
Planning Commissioners by , now covering a period of 38 
years which gives , an average of about 5 years per Commis- 
sioner. The earlier Commissioners stayed for long 
periods even upto, 7' years each, .as can be ■ seen' from 
details given below: 
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(a) 

Jean Ifennet 

1946-51 

(b) 

M. Hirsch 

1952-58 

(c) 

Pierre Masse 

1959-66 

(d) 

Francois - Xavier 

1967 


Ortoli 


(e) 

Rene Mmtjoie 

1968-73 

(f) 

Jean Ripert 

1974-77 

(g) 

Michel Albert 

1977-81 

(h) 

Hubert Prevot 

1981 — 


Most of these specially the earliar ones have been 
regarded as hi^ly qualified persons skilful at steering 
the Commissariat around the obstacles that many thought 
would have destroyed it. The small size of the tommis- 
sarlat has also been helpful in this process. As Pierre 
Masse, one of the more well known Planning Commissioners, 
pointed out ”no department, no ministry can reasonably 
fear that the Commissariat will encroach upon its func- 
tions... In this way, the risks of the administrative 
calamity, that is a conflict of competence, are strai^t- 
off reduced... The fact that some of the Commissariat 
experts are merely on loan from their original depart- 
ments provides additional security to ministries".^ The 
small size necessitates the participation of the minis- 
tries in every phase of planning. More particularly the 
Commissariat is much dependent on the Ministry of Finance 
for data, information, studies and support. Apart from 
its small size,, the limited power is another important 
characteristic of the Planning Commissariat which 
provides a second and greater assurance to the minis- 
tries. ' As Dr. Cohai points out "the Planning Commission 
,(i«,e.,, the .Commissariat) by' itself exercises no direct 
powers , over the^ economy. None of the, targets, and. 
programmes of the plan is enforceable by law. Business 
(including nationalised industries) is under no legal 
obligation to follow any of the plans, programmes nor 
does the Planning Comiiission have any direct authority 
within the State ' bureaucracy over the administration of 
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the whole range of State economic activities* The 
coercive implementation Methods of Planning are all under 
the control of the various ministries (mostly the 
Ministry of Finance)”^. 

OTHER TECHNICAL INSTIimiONS 

If the Commissariat has been able to provide fore- 
casts and prepare details of planning despite its small 
staff, it is because of the considerable technical 
support that it has been receiving from several research 
institutions* Most of the detailed studies and technical 
exercises related to a plan are conducted by these insti- 
tutions which themselves work quite closely with the 
Commissariat* Of these, by far the most important is the 
National Institute of Economics and Statistics known 
briefly as INSEE under the Ministry of Finance. It is a 
big organisation with thousands of employees and is 
responsible for processing and supply of data. It 
develops models and provides forecasts, but its main role 
is that of a central statistical office. Assistance is 
also provided by the research and forecasting directorate 
(DP) of the Finance Ministry. The DP, for example, made 
significant contributions to the FIFI model. There are 
three research centres supported by the Commissariat 
which also play an useful role. These are the CEPREMAP, 
the CERC and the CREDOC. The first is a centre for the 
application of mathematical methods to planning where 
much theoretical research of great interest has been 
produced though its importance has declined in recent 
years. The second gathers data on households income 
distribution and the third does research on consumption 
patterns. Another Institute the CEPII was established in 
1978 for collection and analysis of data on developments 
in the field of world markets. Finally, there is BIPE, a 
business , association sponsored the government through 
which the ..Commissariat , started marketing in 1979 economic 
forecasts prepared largely within the Finance Ministry. 
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mE wmim Gmws or cumissicms 

It was Momet, the father of French Planning who had 
introduced the idea of expert groups first called 
Modernisation Commissions and now only commissions or 
working groups for preparing detailed exercises with 
respect to the plan. Since then these have been deve- 
loped' further, became more diverse and have constituted 
an integral feature of the French Planning system. 
Bauchet rightly describes them as "the really original 
feature of the French system". 

The commissions are divided into two categories, 
horizontal and vertical, the former dealing with certain 
aspects of the whole economy such as finance, manpower, 
productivity, research, etc. While the latter wih speci- 
fic sectors of the economy siich as agriculture, industry, 
housing, etc. The number of such Commissions has varied 
from plan to plan. Thus, the First Plan had 1 1 horizon- 
tal commissions and 7 vertical ones. The Third Plan had 
2 horizontal and 17 vertical commissions. The respective 
number increased to 5 and 22 for the Fourth Plan. The 
Sixth Plan had 7 horizontal commissions and 18 vertical 
ones. The commissions organise working parties to deal 
with specific problems as they see fit. Under the Fourth 
Plan, the commission dealing with Transformation Indus- 
tries had 60 such parties. Some 3000 persons served with 
commissions and working parties on this Plan. The number 
of persons involved in preparing the Fifth Plan was about 
4000. The number for the Sixth Plan was more than 5000 
at the national level, though not all of them were 
involved throughout the plan preparation period running 
over three to four years. Earlier the commissions or 
working groups used to meet once for each plan, but 
subsequently their meetings became yearly. 

The commissions/working groups consist of selected 
representatives of management, the trade unions, agricul- 
tural interests, consumer groups, the financial communi- 
ty, government officials, planners and experts. The 
inclusion of businessmen on these bodies shows the manner 
in which the existence of the market affects the modus 
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operand! of the French Planning machinery.' There is no 
hard and fast rule as to the proportion in which 
different groups are represented. The members of the 
commissions are named by the govemmait upcm recomm'enda- 
tion of' the Commissariat. They serve without pay and in 
their indivi^dual capacities. Ihe commissioos are perfect- 
ly free to express their opinions on both the present 
situation and the predicted trends. They are also free 
to formulate' the suggestions and recommendations' that 
they consider appropriate. 

Big business formally liters the planning process at 
this stage. The modemisatim commissicns/working groups 
are usually dominated by business and government execu- 
tives. They have not only numerical superiorly, but are 
better equipped with data and informatim and come from 
similar socio-economic and educational background. It 
has been alleged that the amtents of the sectoral plans 
were sometimes worked out by an informal process of 
bargaining among the planners, the treasury officials and 
the big-business."^ The other groups represented on the 
commissions, such as the trade unions, have a smaller 
representation. Th^ constitute about 10 to 15 per cent 
of the membership and do not exert much influence on 
decisions. Thus, of the 612 people who participated in 
the modemisaticn commissions for the preparation of the 
Third Plan, 206 were businessman, 136 civil searvants, 13 
bankers, 57 trade union representatives, 134 technical 
experts and 66 miscellaneous. The respective figures for 
the modernisation commissions for the Fourth Plan were 20 
farmers, 437 businessmen, 202 civil sein^ants, 134 trade 
.union, representatives and 233 miscellaneous.^ ".The 
relative under-representation of trade unions is obvious 
even though decisions are not taken by .vote. Th.e' trade 
unions have often felt isolated and alienated in groups 
dominated overwhelmingly by government and business 
executives.. Their actual participation has been even 
less.'.. The largest union .(Ihe OGT) withdrew from. ''partici- 
pation, in the,. Second and .Third Plans. ■ It returned' during, 
the Fourth Plan. Similarly, both the CI5T and Q 
refused to participate in .the comm,iS'S..ians constituted .'for ' 
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the Sixth and the Seventh Flans. 

According to officials of the Planning Commission, 
the trouble was that these groups conceived of parti- 
■ cipation in... the unacceptable terms ... of group 
interest and fought to dominate the Flan for their 
own purposes. According to labour union officials, 
they were not the only ones trying to influence the 
planning in their interests. They were simply the 
losers.”® 

Be that as it may, there is a problem of incorporation of 
workers into the planning machinery. It is to be seen 
whether the modifications introduced by the socialists 
bring about any change in this situation. 

offlER msimmms 

Another body which is involved in the planning 
process is the Economic and Social Council made up of 
almost two hundred representatives of various interest 
groups and intellectuals appointed for five years. About 
two thirds of them are nominated by the groups they 
represent such as the trade unions, employers, farmers, 
family associations, artisans, etc., while the other 
third are nominated by the government. Established in 
the year 1946, the Council is an advisory body not only 
on matters directly connected with the Plan, but on 
economic and social problems in general. It normally 
meets once or twice a month each for a day or two. 

Yet another body in existence for quite a long time 
was the Hi^ Planning Council composed of ministers and 
heads of various national bodies, such as the chamber of 
commerce, the employers federation and trade unions 
groups and so on. Hieir number was sixty. Though estab- 
lished in 1946, it remained moribund for a nuinber of 
years. However, it was resuscitated in July 1961 at the 
time of the Fourth Plan. A somewhat similar but much 
more powerful body, named as the Central Planning Council 
was established on September 25, 1974 by President 
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Giscard at the time of the preparation of the Seventh 
Plan* Headed by the President himself this body consis- 
ted of the Prime Minister, the Minister 'of Economy and 
Finance, the Minister of Labour, and the Planning Cbmmis- 
sioner as permanent members. Other ministers could also 
attend for discussion of certain subjects as occasional 
members. This Council was given the power to orient the 
work of the Commissariat, to define the objectives or 
guidelines of economic and social policies to be adopted 
and decide about the Priority Action Programmes of the 
Seventh Plan. The council was an extremely powerful and 
influential body and had the power to reverse decisions 
taken elsewhere. The establishment of this Council has 
been viewed by some commentators as an attempt to curb 
the autonomy of the Plan and its consultative process. 
It was, at any rate, a government body alone, almost a 
part of the cabinet. Ihe 1982 reform has done away with 
this body. Instead a National Planning Commission has 
been established. The details of this are described in 
July 1982 Act in Section 3.8 below. 

Finally, there is the Parliament where the Plan is 
submitted for approval and which has to sanction funds 
for the planned programmes to be executed by the govern- 
ment. 

mm OF DIFIEEMT INSTITOTIOKS 

It is obvioiis from the preceding paragraphs that the 
French Plan is the joint product of a large number of 
institutions and individuals. The Planning Commissariat, 
however, performs a Key role in this. Article 3 of the 
Decree of January 3, 1946 amended by a Decree of 16th 
January, 1947 described Planning Commissioner as ”the 
permanent delegate of the Prime Minister to the Minis- 
terial departments for all aspects of the preparation of 
the Plan**.^ It is concerned with both the drafting and 
execution of the Plaa Its functions are to analyse the 
current economic and social situation, to explore the 
future, to shed li^t on matters of debate or controversy 
and to increase the coherence of government decisions 
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tiirough meditm-tem plans*® The role of planners of the 
commissariat in the planning process has been very ably 
summed tip by Masse according to whom they "play many 
roles: they are tom listeners to and interpreters of 
society® s wishes; they are cross-examiners bringing to 
light the incompatibility of certain objectives or the 
gap between the desirable and the possible; they are 
lookouts examining the clouds on the horizon to take 
precautions without causing alarm. They are data collec- 
tors who are struggling against the centrifugal forces 
which affect all modem society; tacticians who are bound 
to take account of the consequences flowing from.-- the 
assessments; advocates who wish to persuade government, 
and unions. Finally, the planners are politicians who 
work toward a compromise which public opinion can under- 
stand and Parliament can ratify. In this . way the 
development of the plan results from a complex interplay 
of action and reaction, in the course of which the plan- 
ners both give and seek advice. The key. to their 
influence is here. The process of planning is more 
meaningful than the plan itself**.^ 

The Commissariat serves as a meeting place, a round 
table for different ministries and others. But its own 
role is not regarded as passive. According to several 
commentators, it tries to steer the meetings in' such a 
way as to secure the maximum agreement for the list of 
priorities and programmes that it has. Failing voluntary 
agreements, the Commissariat with the help of administra- 
tive ministries (of which the Ministry of Finance is most 
important) may exert pressure on the .business to carry 
out the plants programmes. .Similarly,, thou#i this is not 
that important, it can also take the help of big business 
to'ipersuade or even pressurise the ministries into taking, 
certain ■ actions. sou#it by the ' plan. Spending ministries ■ 
quite .often try to. get the. Commissariat on their ' side .as 
against Finance. , Sometimes the Commissariat influences 
decisions against the'' wishes of spending ; departments . as 
in the . case, of steel. ®^*lanning operates on combinations 
of these, , forces and voluntary- commitments/ , the Planning 
Commission. (the Commissariat) organizes and mobilises 
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these combinatices.’*^ ® 

Thus the Commissariat is not merely an advisory and 
consultative body even though it has no power of its own 
and administers no fund for economic action. It has no 
power to take decisions, but it can certainly influence 
them. This is because it' is represented in a large 
number of decision-making bodies such as the Economic and 
Social Development Fund, and the National Credit Council. 
However, the extent to which it fully shares in the 
decision-making or is just informed of this is not known 
definitely. Even so, it is more than an advisory body 
dealing solely with ’conception, counsel and appraisal’*^ 
as Masse had once described but less than a real centre 
for coordination of economic policy. 

Whereas a ministry pays attention to its own sphere, 
the Commissariat looks at every issue in the light of the 
overall policies of the government as a whole. It, 
therefore, draws attention to the implications of one 
ministry’s policies for others and the country as a 
whole. Coordination of policies and action as between 
different branches of the government is in itself an 
important function which is facilitated by the Commissa- 
riat. 

The Commissariat works in close cooperation with the 
Finance Ministry and various other governmental depart- 
ments. It has to do so for the sake of ensuring the 
implementation of the plan since by itself the Commissa- 
riat does not exercise much direct powers over the 
economy. The targets and programmes of the plan are not 
enforceable by law. Powers of implementation are all 
under the control of the various ministries particularly 
the Ministry of Finance. 

The formulation of every plan, therefore, is asso- 
ciated with protracted consultations between the Commis- 
sariat and the Ministry of Finance with the government 
sometimes acting as arbiter, and sometimes playing a 
purely passive role.^^ The relation between the Commis- 
sariat and the Ministry of Finance has been a subject of 
much study and inquiry. I would not like to go into the 
details of this except for making an observation that 
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failing reconciliation, the Ministry of Finance is likely 
to have an upper hand because it has control over the 
ixirse, While preparing the Plan, the Commissariat ' with 
the help of the spending ministries and the concertation' 
bodies does sometimes force the hands of the Finance 
Ministry, but at the time of implementation the budgetary 
authorities reduce the effective commitments to the level 
that they consider to be more realistic.^ ^ The introduc- 
tion of the PAP in the Seventh Plan and of PPE in the 
Ninth Plan has led to a further strengthening of the 
links of the Commissariat with the finance and adminis- 
trative ministries Moreover, the scope of Finance 
Ministry’s activities is wider since it is responsible 
for all economic policies including those dealing with 
sectors not included in the Plan. In addition to longer- 
run programmes, the Ministry of Finance is responsible 
for short-run economic policy as welL According to Dr. 
S.S. Cohen, ’’lack of coordination between short term 
policy and t±ie middle term programmes of t±ie Plan is the 
most serious source of difficulty in relations between 
the Treasury and the Plan.”^ ^ However, quite often the 
Treasury and the Plan agree on several issues because 
officials of both come from the same socio-economic back- 
ground and are exposed to the same education in the 
’Grand Ecoles’. ’The Treasury has been the most powerful 
advocate of economic planning. The enthusiasm of the new 
generation of higher Treasury officials for planning has 
been the most important factor in the success of French 
Planning." ’ ^ Most commentators on French affairs have 
shown how the administrators in the Finance Ministry 
after World War II have been men of vision and new ideas 
and always receptive to planning. They became an initia- 
ting force with commitment to economic rationalism, full 
employment and rapid growth. This changed attitude 
became an important factor in the Initial success of 
French planning.'. 

This change in attitudes has been traced to the 
drastic, reform in the recruitment and training .of hi^er 
civil servants that took place after World War II. This 
led to an increase in horizontal mobility within the 
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upper echelons of die civil service. There was a change 
in curricula and method of teaching which brou^t alx)ut a 
change in the attitude of the administrators. Hiey came 
to hold the view that social problems are amenable to 
technical solutions. Economic rationalism, pragmatism, 
and efficiency rather than ideology became their guidiii^ 
principles. In short, they were turned from bureaucrats 
to technocrats. The ideas that influencai them were the 
same as those propagated by the Commissariat. There was 
this a meeting of minds between these two crucial organs 
of the government. 

As regards the role of the so-called modernisation/ 
planning commissions which constitute a special feature 
of the French Planning system, these are essentially 
advisory bodies. They need not even take specific 
decisions. They, however, provide an opportunity to 
arrive at national consensus on various issues since they 
are meeting grounds for interest groups and for a discus- 
sion of policy problems. Several advantages flow from 
this. First, the deliberations in the commissions/work- 
ing groups assist the planning authorities on the techni- 
cal level by indicating production possibilities and 
market trends for a number of industries and provide 
inforraatico about structural changes and the conditions 
governing investment and finance. The exchange of infor- 
mation and ideas between the differait participants 1*0 
make decisions in their own isolated fields, can at a 
later date, have an influence on the decisions taken by 
them.' Secondly, "their concerted action is intended to 
yield information concerning the main economic and social 
aspirations, of the nation and to locate the points of 
agreement and divergence .among the committee members as 
regards the guidelines to.be provided”. Thirdly, ..these 
provide an opportunity^ to know the reactions of concerned 
parties to proposed policy changes. Fairthly, meetings 
of these commissions provide a forum for resolving or at 
least reducing the conflicts :in^ 'the interests of 
different groups of .which, the big business, and the 
Ministry of . Finance.. are- by far the most- important.' 
French society has been. a. divided society.,. There .have. 
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been various groups from left to ri^t. ' The discussions 
of the coHimissioiis enable the participants to speak to 
each other and thereby help in reducing the conflicts® 
It is this aspect which has led some analysts like Dr® 
S®S®Cohen to desribe the French Planning process as a 
*'*bargairiing process in which the contents of the plan are 
worked out among the three principal . parties: the 
Ministry of Finance, Big Business and the ’Planning 
COTimission”®'^'^ 

The role of the modemization/plaiinlng commissions is 
not that pervasive as it had been made out to be. in the 
early y^rs of French Planning. As Dr. ¥era Lutz points 
out "it seems fair to conclude from the various published 
accounts, and from the privately expressed views of 
people who have served on the Commissions, that the Plan, 
so far as its most significant figures (i.e., the broad 
aggregates, as opposed to the narrower sub-aggregates) 
are concerned, is essentially the work of the Commissa- 
riat aid the services mentioned above, and that the role 
of the Modernization Commissions in this particular 
connection is comparatively small, even if they serve 
other purposes which will be described below. This would 
mean that the key items in the medium-term forecasts 
really are. made ty the authorities, which thus assume a 
responsibility for the whole set of detailed forecasts , 
based upon these items."^® There have been several 
occasions when the recommendations made by these commis- 
siohs have been amended, sometimes substantially, as for. 
example in the case of steel when a decisim was taken to 
modernise the industry as against the more, or less status 
quo policy of steel industry and steel ministry who 
domimtai the modernisation commission. 

factors led to a gradual decline in the role 
of this' bcxfy from- the late sixties® During the period of 
the Fifth Plan it became clear that *concertatlon* (co- 
operation) , could not lead to national consensus. . Tts ■ 
role was only to bring . together, the. points of view; of the 
different economic and social forces®**^ The role' of 
these coiiiiissicms declined in one more respect , during the.' 
seventies* The task of coordinating, industrial policy 
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was given by the Prime Minister Barre to the Ministry of 
Industry which, therefore, emerged as the main channel of 
contact between the industry and. the government® This 
was a major develpment in view of the importance of the 
industrial sector in the French economy in general and 
French planning in particular®^^ The seventies also 
witnessed the growing importance of econometric modelling 
for both medium term forecasting and policy. Modelled 
forecasting might have left less freedom for bargaining. 
Ihis might have been an additional reascn for the decline 
in concertation between social partners.^' 

The process of preparation of the Seventh Plan resul- 
ting in Priority Action Programmes led in effect to a 
further decline in the role of these commissions as 
pointed out by Prof. Hayward. To quote him **While 
an emphasis on the consensus building role of the moder- 
nization commissions had always been accorded a dispro- 
portionately large place relative to their importance in 
decision-making, in the new arrangements envisaged for 
the Seventh Plan their role was to be scaled down 
dramatically especially in the second, programming phase 
of the process. The commissions would continue to be 
consulted during the first, guidelines phase of the plan- 
ning process, when the secretive ministries could be 
induced to disgorge some information, but once the 
government had made its major policy choices, the 
detailed programming would be left to the ministries and 
agreed with the budget. The major shift in the subject 
matter of the planning process away from planning the 
whole eccnoray towards programming part of public expendi- 
ture was thus accompanied by a shift away from the 
emphasis upon the social partners — always prone to make 
excessive demands^ — towards an increased stress on the ■ 
public administrators with no mean appetites of their 
own.' In turn, this presupposed that the ministries would 
be ■ willing to engage in an exhaustive medium-term 
programming of' their activities of an entirely novel kind 
and the PAPs were to be the^ instrument of bringing this 
major change .about”.^^-' ' 

The part played by' the. Parliament in; the planning 
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process has been limited. The First Plan had been 
launched without any parliamentary debate or approval. 
Funds for the projects of this plan were voted by Parlia- 
ment in 1 947 along with the annual budget presented by 
the Ministry of Finance. The Second Plan was approved 
by the Parliament about 3 years after it was launched. 
The Third Plan was not submitted to Parliamentary discus- 
sion or approval. It was promulgated by an executive 
order. The Interim Flan (1959-60) was also put into 
effect without taking Parliament into confidence. 

A change is, however, noticeable from the period of 
the Fourth Plan which was submitted to the Parliament 
before it was launched. And a few minor changes were 
made by it in the Plan. The Parliament also directed the 
government to submit to it the ‘main options’ involved 
before giving its directives to the Commissariat in 
future. 

For the past few years, a practice has developed for 
the government to modify the Flan by incorporating some 
of the suggestions made by the Parliament. "Clearly only 
modifications that in no way jeopardize either the over- 
all coherence or the financial coherence of the Plan are 
introduced in this way. The rectified plan is then voted 
by the Parliament, by a simple majority in the form of a 
bill of approval."^^ 

Parliamentary control is also exercised indirectly 
through credit authorisations needed for implementing the 
Plan. However, the introduction of the PAP for the 
Seventh Plan has tended to reduce this power of the 
Parliament. "The adoption of the programmes in no way 
dispenses the Parliament from having to vote the credits, 
reserved for these programmes each year, for each of the 
five years, of the Plan’s duration. But, these ’political 
commitraents’ are quite binding in that the government 
undertakes to give budgetary priority to, while the 
Parliament 'undertakes, in principle, to vote, the credits 
required for the completion of the programraes."^^ 

However, as M. Jacques Delraas-Marsalet rightly points 
out, "it is the government that has the final say as to 
the exact content of the Plan."^^ The government exer- 
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cises this influence through a number of ways and at 
different stages during the preparation of the plan* It 
gives its directions to the Commissariat at the prepare-” 
tory, option and final phases of the plan* It influences 
the Plan when it is under discussion in formal bodies 
like the Central Planning Council and now' the National 
Flaming Commission* The views of varl^ous ministries are 
taken into account while finalising the draft plan* 
Further the draft plan is examined and approved by the 
Cabinet before it is forwarded to the Parliament* 

Within the government, it was the bureaucracy which 
had a major say in the planning process in the early 
years* The role of the politician was very much limited 
specially during the period of the Fourth Republic 
characterised by political instability, Hov/ever, politl-- 
cal stability under President de Gaulle and his succes- 
sors caused the Plan to be Identified with government* 
**From the Fifth Plan and especially from the Sixth Plan, 
the idea of consensus grew weaker and then disappeared 
completely. It has been replaced by a realisation that 
the Plan represents the govemraent*s medium-term economic 
and social policies and is thus a case of majority Impos- 
ing its wishes on a minority, even if in a politically 
liberal society this involves taking considerable notice 
of the minority* s aspirations and claims. Ideological 
debates' become concerned with the content of the Plan, 
especially on the Sixth Plan’s industrialisation 
prior ity,^^ So long as the same party was in power, this 
process did. not affect the continuity of the plan even 
when Presidents or Prime- Ministers changed during the 
operation, of a . specific plan. But with the change of the 
party in power in 1981, the Ei^th Plan formulated by the 
previous government was abandoned and an Interim Plan for 
1982-83 was adopted. This has beeri followed by the Ninth 
Plan for the period 1984-88. 

REGIONAL PLANNING PMXISSS 

.V , ^So/far, we have described the planning process only 
at the national level because of the extreinely centra.- 
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Used nature of French. Planning. However, efforts to 
decentralise the process have also been made from time to 
time. For example, under an Act passed in July, 1972, the 
regional bodies were to be consulted by the national 
planning commissions on national choices to be made in 
the second phase of planning and more particularly on 
regional development programmes. .The new socialist 
government has introduced more changes. Details of all 
such efforts to bring the regional agencies in the ambit 
of the planning process are discussed in another chapter. ' 

PEKM¥ED DEHCIMCIES m) THE NMD K)R KEfOM 

The election' of Frencois Mitterand. as the President 
of France tum,ed out, to be a significant event., for econo- 
mic planning in the country. The new. government, found the 
then prevailing planning process deficient on several ' 
counts some of which were related to the institutional 
framework of planning.^^ In the first 'place, the , macro - 
economic models which had- gradually become very sophisti- 
cated, failed ,to tJ,ce, into account the .structural changes 
of the French economy. Secondly, social consequences of , 
economic .policies were not found, to be taken into 
acccHint. ' .There were .several -adverse social, effects which 
. were:, not', properly, handled. Thirdly, , the discussion 
process which is a distinguishing feature of the French 
planning system was found to .have become less comprehen- 
.s.ive and, important., , It was, no longer confined, to the 
Planning: Commissaria,^t;.^ ■■■' Discussions between' so,ciaI 
partners were carried' out in a more and more divided 
manner in .each ministry. ' .Moreover, the .increasing econo- 
mic liberalism and the need to .consider the^.'. world, market 
as .the basic regulator of the French economy was reported 
to have discouraged labour tDiions from participating in 
the discussions. Fourthly, the liberalisation of the 
economy also affected the coherence of the Plan which had 
become more and more complex.. Coherence of public 
investment was further .weakened by inadequate liaison 
between the objectives of the’ Plan and the annual budgets 
of the State. The actions of each ministry became more 
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and more determined by the stakes of budgetary negotia- 
tiais. The wealc linkage between the Plan and the Budget 
is reflected in the following observation reported in the 
paper by Frais and Gentot, '"the Plan was invested with 
all the hopes and the Budget responsible for all the 
disappointments”.^® Finally there was too much of 
concentration of power in the government at Paris. A 
need was, therefore, felt for involving local and 
regional territorial units on the one hand and 
representatives of people at those levels on the other in 
the planning process. "Some of the principles on which 
French Planning were constructed were not in question: 
correcting the insufficiencies of tlie market by making it 
coffipiiLsory to consider the decisions of spoken language; 
maintaining the liberty of choice of the economic agents 
while inciting them to execute the Plan. But it became 
urgent in 1981 , in the face of serious unemplo 3 nnent and 
economic difficulties, to renew the instruments of the 
medium-terra policy of the government, like giving new 
means of action to all those responsible for economic and 
social activities. It was clear that planning needed a 
breath of fresh air".^^ 

THE JULY 1982 ACT 

The new government, therefore, decided not only to 
strengthen the plan but also to modify the planning 
process so as to bring about more deraocratisation, 
greater decentralisation and better implementation. 
Accordingly, an Act was passed on July 29, 1982. The new 
plan was intended to be not just a State Plan "but as a 
set "Containing, in addition to the National Plan, 26 
regional plans, local plans and a substantial number of 
enterprise plans, ■ tied together by tiie possibilities of 
jointly implementing them".®^ 

National planning as per this Act would consist of . 
two. successive- laws. The first law would indicate the 
objectives and strategic choices of the country as' well ' 
as the: important measures- which, would he proposed for - 
getting the results. .This would indicate-. the fields in 
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which negotiations would be mdertaken between social and 
eccnomic partners in keeping with the objectives of plan- 
ning. The second law would spell out .the legal, finan- 
cial and administrative measures for attaining ' the objec- 
tives of the first law. It would fix priority programmes 
of execution of planning and would provide funds for 
their financing. It would also indicate the object and 
scope of planning contracts that the state would make 
with regions and others. 

Deiocratization 

One objective is to increase the power of popular 
representatives over plan formulation and reduce that of 
experts and technicians including the Planning Commissa- 
riat. A new institution known as the National Planning 
Commission has been created. It consists of representa- 
tives of the regions and of the organisations for 
workers, employers, farmers, small business, distributive 
trades, the professions, public sector industry, banks, 
cooperatives and cultural bodies. It is chaired by the 
Planning Minister who is the only representative of the 
State Government on the Commission. Several of these 
groups were associated earlier also throu^ the various 
vertical or horizontal planning commissions. But now the 
politicians have also been invited and this makes the 
exercise more democratic. Further these representatives 
are associated with hipest planning body and not merely 
with various committees . or working groups, etc. ' ' The 
Commission:' is ■ to be appointed 18 months before the.. entry 
into .force, of each plan and for a term of five, years. 
Its functions are to prepare, the plan , and review the 
preceding plan. The responsibility for investigations 
And deliberations preparatory to plan formulation has 
been given to the Commission— a task which was earlier' 
performed by the Commissariat. Thus a broad base of 
national: opinion and , implementing agencies have been 
given the responsibility of formulating .the plan. This 
is ' to be further reinforced by consulting regions before 
finalising the plan. ' ■ These .provisions do not. disturb the 
earlier cciisultative mechanisms" through the plan commis- 
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s ions/ eommit tees /working groups which continue to 
function as before. As. before, the government remains 
responsible for the plan since it lays it before the 
Parliaments The National Planning Commission is consul- 
tative body where each member is free to think and act as 
he chooses. The effectiveness of' such a body would, 
therefore, obviously depend upon the extent to which 
consensus can be reached on various issues* The actual 
experience in this respect deserves to be watched care- 
fully* 

The Gcmmissariat, of coarse, remains intact, but it 
serves as the secretariat to the National Planning 
Commission and works in. accordance with the guidelines 
provided by itc The effectiveness of the Commissariat^s 
work hinges on its ability to take account of the views 
expressed in the Commission. The Commissariat also 
serves as a secretariat for the government. And if there 
is no. consensus in the Commission as is likely and as lias 
been the case so fax, then the Oimmissariat is likely to 
be influenced iQore by the government than by the Commis- 
sion. 

The 'Economic and Social Council continues to exist. 
However, its members are not likely to feel happy over 
the constitution of the National Planning ComiQission 
consisting of more or less the same social partners. 
There is clearly a good deal of duplication .which could 
have been avoided either by abolishing the Economic and 
Social Council or by giving it additional responsibility, 
of preparing the plan instead of creating a new institu- 
: tibn. According to the existing statutory provisions, 
'the National Planning Commission deliberates over the 
plan before the government makes a choice whereas the 
Iconoralc and Social Council, does so after' 'the choice has 
been made by the government. The Economic and Social 
Council decides on the basis of vote whereas there is no 
provision' for voting in the Naticnal Planning Commission. 
‘However, . the advice of the Economic and Social Council, 
like 'that'' of .the National Planning Commission is also 
advisory. The government,. ' m doubt, modified ; the Ninth:' 
Flan '.bn the b of their critical report, . But they , did 
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it only CO seccmdary aspects. 

'l^icxialisaticm 

The representation of the Regional Presidents (who 
are elected representatives of their regions) of the 
National Planning Commission is intended to ens'tire that 
the preferences and expectations of the regions are taken 
into account during formulation of the national plan. 
The most significant feature of the regionalisation 
process is that the regions have 'the freedom and 
responsibility to formulate their ovm regional plans. 
Such a provision, however, has the risk that some 
inconsistency may arise between regional plans and the 
iiationaL *®Provision has, therefore, been made that the 
minister for the plan assesses the consistency of 
regional plans both with one another and with the 
national plan, then reports to the government on fields 
in which adjustments may be or are required. Negotiation 
of plan contracts should encourage any necessary adjust- 
ments without in any way dictating to the regions.**^ ^ 
Moreover, the regions belr^ dependent on the centre for 
funds would be amenable to its control. The details of 
regionalisation are discussed in Chapter VII. 

liiqjleiiiesitation 

The association of representatives of regions and 
other economic interests in the plan formulation process 
as indicated above ' is expected to facilitate better 
implementation. Besides, the Act provides for taking up 
of priority programmes and programme laws as 'a part of 
the plan targets. Most ■ programme laws would be' approved' 
when the Second Plan Law, or a rectifying Plan law, is 
being discussed. Another feature of the new planning 
process , is the provision made for making of planning 
contracts, between ■ different implementing agencies such as 
the State, ' the, regions or private agencies ,: for execution 
of specif ic programmes or schemes., , Entering into plan, 
ccfitracts will place the ’govemment , under the ' obligation 
to provide the means, both, financial and regulatory or 
adminis,trative,, . for, implemeiting, , them. Contracts can be 
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made between central government and regions, central 
government and public undertakings or private firms, also 
between central government and local authorities other 
than regions, provided that the regions are informed 
beforehand, and between central government and occupa- 
tional groupings or any other legal persons. Similarly, 
the regions can enter into contracts with each other or 
with public or private enterprises, local authorities 
within their ptirview or any other legal person. Contracts 
once made may be adjusted later on in the light of 
changes in circumstances. Entering into these contracts 
implies a moral commitment on the part of the government 
to carry them out. Since the amount of funds involved is 
not large, it should be possible for the government to 
assure availability of funds for a number of years while 
respecting the annual budgeting principle. 
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CHAPTER iV 

Plan Formulation Process 


National Planning is a complex process* It embraces 
an overall and integrated view of the economy and need to 
take simultaneous action in several inter-related direc- 
tions. Its formulation, therefore, requires interaction 
between different planning institutions described in the 
preceding chapter, on the basis of information and 
studies depicting the behaviour of the economy in suffi- 
cient detail with implications of proposed planning 
options. It is obvious that the preparation of such a 
framework is a time consuming process and would require 
the use of planning techniques. In this chapter, we give 
a brief description of these aspects of French Planning. 

PLAN MODELS MD PLAMM; TimilCpES 

The French started with rudimentary planning methods 
and built up sophisticated models only gradually. No 
formal models were used till the 1970s. There was not 
even an effective national account system in the 1940s 
when planning started. So targets of investment and 
production were worked out independently for each sector 
by conducting basic sector analysis (project choices). 
It was in the later part of the fifties during the period 
of the Second and Third Plans that a system of national 
accounts was properly established and simple input-output 
tables were constructed. The use of input-output tables 
enabled the planners in the Third and Fourth Plans to 
develop consistent targets for different industries by 
: taking account of inter- industry linkages. The Fourth 
Plan went a step' further by making a first./attempt'at a 
forecast f inancial' operations table. ■ ']Besides ijsing the 
above methods, i.e., input-output technique, overall 
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econoraic table,; etc,, the Fifth Plan also laade-tise of 
elemehtary econometric methods for the first time* It' 
was, however, not possible to examine a wide range of 
possible futures because the study of variants fiad not 
been made sufficiently fast. 

It was from the Sixth Plan onward that attempts were 
made to model bdbaviooral relationships. Both the Sixth 
and the Seventh Plans used formal and somewhat rigid' 
econometric methods within the framework of a macro- 
economic model known as the FIFI (Physico-Financier) 
model with about 2000 equations. The Sixth Plan fore- 
casts were based on the macro-economic projections from 
this model. Designed for an economy exposed to inter- 
national competition, this model had been developed in 
the late 1960s under R. Courbis on the basis of his small 
open economy model which assumed that output was deter- 
mined by world demand and relative competitiveness alone. 
This assumption proved to be highly controversial. 
Another objective of the model was to study the 
influence of economic policies (relating mainly to public 
finance) or foreseeable uncertainties on macro-economic 
trends. The FIFI model, however, had certain limitations 
one of which was that it was essentially static. It gave 
a picture only of the terminal year of the plan assuming 
smooth trajectories between the base and the terminal 
years. Further, the model distinguished only seven 
sectors and hence did not provide enough degree of 
detail. Social variables were largely excluded. Only 
those variables which could fit within the framework of 
national accounting flows were included. 

Several other techniques were also used along with 
the FIFI model. Hiese included retrospective studies to 
identify past trends and shed light on the underlying 
mechanisms operating in a particular sector; partial 
simulation models which were similar to the FIFI but 
dealing with specific problems and often based on the 
mechanisms revealed by a retrospective study;, .simple 
..projections.;, and... decision studies to, test the 'effects.^' '.of ,, 
.specific policies on the econoB^. 

The FIFI model was somewhat modified for use in th 
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Seventh Plan. In the late 1970s a new forecasting model 
known as the DMS (D 5 niamique multi-sectorial) was deve- 
loped and used for the Eighth Plan. Tliis model has about 
2000 equations of which about 1400 are identities. It 
has more conventional Ke 3 niesian properties. Unlike the 
FIFI, this model is a dynamic one. It plots a path for 
the economy over time. 

[[ 

The first version of the DMS model was developed from 
1974 to 1976 at the INSEE.^ Originally built in the 
light of the former system of French National Accounts 
concepts and series which changed in 1975, the model was 
modified to suit the requirements of the new National 
Accounts framework. The DMS is an annual simulation 
model of the French economy, without any regional break- 
down. The institutional sectors described by the model 
are enterprises, households, government, financial insti- 
tutions and the rest of the world. Whereas each of the 
other sectors is treated globally, the enterprises sector 
is broken down into twelve sub-sectors consisting of; (1) 
agriculture, (2) food Industries, (3) energy and utili- 
ties, (4) manufacturing: intermediate goods, (5) manufac- 
turing: investment goods (including cars and other house- 
hold durables), (6) manufacturing : consumer goods, (7) 
construction, (8) transportation and communication, (9) 
housing services, (10) other non-financial services, (11) 
trade, and (12) financial services. Complete accounts 
(including income flows, taxes, subsidies, interest paid, 
etc.) are described for each of these sub-sectors as well 
as for the large public corporations and for the four 
other sectors. Flows of goods and services are linked 
through an input-output table. Behavioural equations 
have been estimated mainly by ordinary least squares 
using annual series, generally national accounts series. 
Given the demand by commodities, gross output by indus- 
tries is determined throu^ an input-output table. For 
each of the three manufacturing industries, the capacity 
utilisation is derived from actual production and 
capacity. Employment is then derived from actual produc- 
tion and wage rates and prices from unit labour costs and 
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capacity utilisation. The calculation of complete 
accounts for^ institutional sectors and sub-sectors 
results in the determination of households* disposable 
income and of enterprises* profits which, together with 
prices, are the main explanatory variables for ■demand 
determination. 

The use of models like the FIFI and the DMS has 
improved the efficiency of plan formulation process by 
providing more detailed information at faster rate to 
administrators and others involved in the task of prepar- 
ing the plan. For example, advances in computer simula- 
tion techniques in the late 1970s greatly assisted the 
work of the Eighth Plan working groups or commissions. 
It has been noted that the commissions dealing with 
social policy had access to econometric models that 
allowed them to simulate instantaneously the economic and 
financial consequences of any proposed measure whereas 
hitherto social and economic deliberations had been 
rather separate. Most strikingly, the commissions made 
use of the far greater flexibility in simulating on the 
DMS alternative dynamic time paths and policy proposals. 
The Development and Emplo 5 mient Commission explored possi- 
ble paths to higher employment in as much detail as they 
could^. At the same time, modelled forecasting might 
have reduced the field of *cc«icertation* between govern- 
ment, and social partners by leaving less freedom for 
bargaining.^ Models do not take into account 
bargaining. Social partners would accept the logic and 
structure of a model but not its assumptions. It has 
also been reported that several participants felt domi- 
nated by the models and overwhelmed by the mass of data 
provided by them. It appeared to them as if the initia- 
tive passed from the hands of the decision-makers to 
those of the technicians."^ 

Ironically, the increasing sophistication of econome- 
tric modelling for both medium term forecasting and 
policy took place at a time when importance of planning 
in general and that of plannir^ quantitative and precise 
objectives in particular declined. Consequently, the 
plan forecasts came to have substantially less opera- 
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tional significance in the 1970s than the earlier ones* 
Although the macro economic and implied sectoral projec-. 
tions continued, to be made, they were essentially just 
one input into the process of discussion rather than a 
direct basis for action* 

Another development in recent years has been in the 
direction of making long term studies, so as to set the 
medium term plan in some longer term context* Its 
b^inning can be traced as far back as the^ period of the 
Third Plan (1958-1961) when a ten year projection in 
volume terns had been prepared. This dealt mainly with 
•total population, working population and per capita out- 
put. But they were essentially of the nature of extended 
macro-economic trend explorations. ■ It was during the 
Fourth and more particularly the Fifth Plan that an 
attempt was made to build a logical structure for long - 
term studies* This was further developed during the 
Sixth; Plan. However, a proper intt^ation of long-term 
studies with; the mediuffi.-term plan has not taken place*' 
And /the Seventh, Eighth and Hinth Plans were prepared 
■without long-term quantitative perspective* 

A summary statement of the techniques used in the 
First to Seventh Plans is‘'given in Table 1. 

What has been the role of planning models in the 
process . of : plan formulation? And. how, do the, model out-, 
comes get deflected • by the political /process through, 
which they have ■ to . pass? ' It , m.ay be ■, noted, ■ that ' the 
results of the models provided the basis for planning but 
they were not the plan. ■ The models figured out the 
,: implications of different policy options. The extent of 
changes , intrcxliced has depended on- . the c±Laracter„ of ' „ the 
politicians, and their, ability or willingn.ess to, under- 
stand the implications of coherence. French Plans have 
often been an , output of the , administrative , system as 
highlighted by the fact that it was not at all affected 
by political instability which characterized ,the , pericxi, 
of early plans' cluring • the Fourth Republic. 
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fable 1 HIE DSMjOPMENT OF PLANNINS TEmmmS 
W ANALYSE THE FBOBlim l®/EALED W THE 
FIRST SEVEN FRENCH PLANS 


Plan Problems to be Tecbniques 

solved 


I. (1946-50) 
extended 
to 1953) 
II. (1954-57) 


Reconstruction. 
Basic infra- 
structure. 
Getting the 
country out of a 
situation of 
shortages. 


III. (1958-61) Gradual movement 
towards an exposed 
market economy. 


I¥. (1962-65) Entry into the 
CcOTion Market 


¥. (1966-70) Competitiveness. 

Snphasis on 
eqxaality and 
living conditions. 


¥1. (1971-75) " 


Basic Sector 
Analyses (Project 
choices). 
Construction of a 
national accounting 
system, and of an 
input-output table 
(TEI) for 1951. 
Projecticxi of the 
TEI (plus an 
experimaital over- 
all economic table 
(TEE) for the 
Third Plan) . 

TEI and triangular 
TEE, plus a first 
attempt at a fore- 
cast financial 
operations table 
(TOF), and regional 
facility analyses. 
TEI+tee (at rela- 
tive prices) + TOF. 
Manual projections. 
Regional deiBogra- .■ 
phic projections. 
Sector account 
projections. 

,FI,FI (current 
prices) + TOF. 
Astern of decentra- 
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Plan Problems to be 

solved 

Techniques 


Used models.Long- 
term studies in 
different fields. 
First attaBpts at 
* growth paths* . 

VII. (1976-80) Quality of life, 

FIHTOF. RKINA. 

and the environ- 

MDISE (for inter- 

raent; influence 

national hypothes- 

of the inter- 

es). Analysis of 

national situation. 

the influence of 

Spatial-national 

money. Techniques 

interacticns, and 

for analysing 

local problems; 

short-term, mediun- 

search for coraraon 
policies, ^ort- 
terra, medium-term 
linkages. 

terra. Linkages. 


SURGE: David Liggins, Mational Economic Planning in 
France, Saxon House, London, pp. 144-45, 


STAGES IN ^P 

The preparation of a plan is as complex as the plan 
itself. Several agencies play their part in this exer- 
cise. Work on plan preparation begins with alternative 
forecasts of the prospects of development of the economy. 
Sometimes, as in the case of the Fourth, Fifth and Sixth 
Plans, they are made first for the long-term (10 to 15 
years) and then for the medium terra covering the period 
of the plan. They present several hypotheses each 
corresponding to a different rate of growth and indicate 
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which is the most feasible* Work on this is undertaken 
by the Planning Commissariat along with the INSEE and 
other technical , bodies* Thereafter, these forecasts are 
submitted to the government which decides on a growth 
rate' and communicates the same to the ' Commissariat* At 
this stage the government also adds directives covering 
any other objectives such as those related to balance of 
pa 5 mients, education, housing, urban development, etc* 
The issue of these directives by the government repre- 
sents an important stage in the planning process which 
has been described as 'watershed’ by Hackett and Hackett* 
Before this, work is essentially one of forecasting and 
facilitating the choice of ends and means by competent 
bodies* After this, the detailed framing of the Plan 
starts* The vertical commissions within the Commissariat 
set out to prepare detailed and consistent targets by 
sectors and industries. Terminal year targets by sectors 
and industries are broken down and built up again by an 
iterative process to obtain consistency, shuttling back 
and forth between the horizontal and vertical commissions 
and working parties of the Commissariat and the Commissa- 
riat: staff itself. This is followed by making the final 
S 3 mthesis, resulting in the preparation of the draft plan 
by the Commissariat for being sent to the government* 
Controversial points of policy, if any, are settled by 
the government. The President, the Prime Minister and 
the Cabinet are consulted on several occasions before the 
draft is completed: they usually know what the draft 
would be like. However, the draft is subsequently dis- 
cussed in the Cabinet and necessary modifications made. 
After this the draft goes to the Economic and Social 
Council and then to the two houses of the Parliament, 
though this had not been done regularly in the case of 
earlier plans. In the case of the Fourth Plan, the draft 
had been sent to the High Planning Council before it went 
to the. Economic and Social Council. There has been a 
slight change since 1982 after the constitution of the 
New National Planning Commission under the July 1982 Act. 
The draft Ninth Plan was prepared under the guidance of 
the National Planning Commission itself* Subsequently it 
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was sent to other authorities for their approval. 

Under an Act passed by the Parliament on August 4^ 
1962, the preparation of the Plan was split into two 
stages: the first phase restxLting in government submit™ 
ting to the Parliament a bill containing the main options 
governing the drafting of the Plan and the second phase 
resulting in the submission of the Plan proper to the 
Economic and Social Council for its opinion and to the 
Parliament for its approval. The Fifth and subsequent 
plans followed this pattern. Since a lot of work is done 
before the options phase, Dr. Devid Liggins^ has rightly 
broken the plan preparation process into three main 
phases; (1) the administrative phase, (ii) the options 
phase, and (iii) the plan specification phase. Hhe tasks 
performed during the first phase include preparing an 
outline of framework of analyses and discussions for the 
planning commissions and their study groups, and conduc- 
ting exploratory technical exercises with the help of 
planning models. Most of this work is of a technical 
nature and takes place mainly within the Commissariat, 
the National Institute of Statistics and Economic 
Research (INSEE) and the Ministry of Finance's Forecast- 
ing Directorate (DP). The options phase starts with the 
departure account which gives a projected outline of the 
economy in the terminal year of the plan if past trends 
persist and no policy modifications are introduced. This 
information is placed before the planning commissions 
working groups which discuss them and explore the future 
by getting prepared several variants of the departure 
account by changing some of the initial assumiptions and 
exogenous variables and parameters deliberately modified 
to produce a better picture than that revealed by a 
projection of past trends. They ^Iso propose any new 
policy considered desirable. Based on them, the planning 
commissions/working groups submit interim reports from 
which the Commissariat along with the relevant ministries 
prepare the basic options to be presented to the Parlia- 
ment through the government and the Economic and Social 
Council. The plan specification phase starts after a 
d^islon on basic options is made by the Parliament. At 
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this stage. Planning commissions /working groups are asked 
to investigate the conditions necessai^^ for the fulfil- 
ment of the options and to recommend action programmes 
for realising these conditions. The Commissariat then 
finalises the draft of the plan after taking their 
reports into account. The document is then sent to the 
Parliament throi:^ the government and the Economic and 
Social Council.® 

No suhstantial change has been introduced into this 
process even after the socialists came to power. The 
July 1 982 Act also contains the principle of approval of 
the plan in two phases. Under the new procedures, the 
first plan law will define strategic choices and the' 
objectives and the second, six months later, will define 
the legal, financial and administrative measures to be 
taken for achieving the objectives^. Ihe novel features 
of the new law belong mostly to other aspects of the 
planning process. The responsibility for finalising the 
draft of the plan now lies with the National Planning 
Commission which is assisted the Commissariat. The 
details have been spelt out in the preceding chapter. 

PIAN HiEPARAIICW PROCESS--AN mUSTSATION 

The understanding of various processes involved in 
the preparation of a plan would be facilitated if we 
illustrate them with reference to any particular plan. 
We take the case of the Sixth Plan. The preparation of 
this plan took over four years involving more than 5,000 
people at the national level. Of course, all of these 
people were not involved for the whole of the fcur-year 
period. The three phases of the plan preparation can be 
broken down as: 

(i) the administrative phase from early 1966 to mid 
1969, 

(ii) the options phase from the autumn of 1969 to 
June 1970, and 

(iii) the plan specification phase from autumn of 1970 
to July 1 977. 
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The administrative phase started barely one year 
after the end of the preparation of the previous plan* 
Its task was to indicate, the subjects that the plan 
commissions/working groups were supposed to take up for 
discussion in two and a half years* time* Hiis |iiase was 
also to include a considerable amount of exploratory 
technical work for providing these groups with the 
fullest possible information about the problems most 
likely to be met during the period of this plan (1971- 
1975), and beyond. This information was supposed to be 
generated mainly by the FIFI model. Hence work on this 
started in earnest in the autumn of 1966. At the same 
time, work on long-term studies was also initiated and 
got under way in the autumn of 1967 and continued upto 
early 1 969. 

Most of the work described above was of a technical 
nature and took place mainly within the Commissariat, the 
National Institute of Statistics and Economic Research 
(INSEE), and the Ministry of Finance's Forecasting Direc- 
torate (DP). In November 1967, the government was 
consulted on the general timetable of the work and the 
broad outline of the programmes of the plan commissions/ 
working groups. In July 1969, the Commissariat reported 
to the government on the problems which the 1975 projec- 
tions (produced by the FIFI model) and the long-term 
studies had hi^lighted, and asked for guidelines to feed 
into the options phase. The list of members, programmes 
of work of the plan and coramissions/working groups were 
finalised by the autumn of 1969. 

The options phase started with the departure account, 
a picture of 1975 drawn up with the aid of the FIFI 
modeL It was the job of the plan commissions to search 
for solutions to the identified problems, mainly by using 
the FIFI model and to produce variants (which are projec- 
tions of the economy) by changing some of the initial 
assumptions and exogenous variables and parameters so as 
to have a glimpse of different pictures of 1975. The 
plan commissions submitted intermediate reports on their 
discussions in February 1970, and from these documents 
the Commissariat and a number of ministries prepared a 
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preliminary report on the options. Three basic options 
(characterised fcy annual growth rates of the economy of 
5.5, 6.0 and 6.5 per cent) were being considered at that 
time, and all of them were submitted to the government in 
March 1970. After modifications, the report was passed 
on to the Economic and Social Council and finally to the 
Parliament, which approved the options account in June 
1970 with a growth rate of 5.9 per cent. 

Thereupon in the autumn of 1970, the plan specifica- 
tion phase started. Ihe plan commissions/working groups 
were reconstituted, and asked to investigate the condi- 
tions necessary for the fulfilment of the options 
account, and to recommend action programmes for realising 
those conditions. They completed this work in early 
1971. After this the same stages as were followed in 
phase II were repeated, i.e., the Commissariat sent 
summary report to the government, which was then passed 
on to the Economic and Social Council and then to the 
Parliament which approved the plan in June. Thus the 
plan which was supposed to start from January 1971 was 
delayed by more than six months and became a law on July 
15, 1971. 

There were the following 25 plan commissions involved 
in the second and the third phases of plan preparation. 

(i) Seven horizontal cofiiiiissions: 

General Econanic and financing (CH5F), 

'©nployment, 

Social benefits, 

Research, ■ ' 

Economic informat iai (CIE), 

V National Conmission for Regional Development: 
(CMT), 

O/erseas departments; 

(ii) Mine commissions dealing with productive sectors: 
Agriculture, 

Agricultural and foodstuffs industries,., 

'■Energy, 

, Industry, 
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Transport, 

Coiiiiiunicat ions , 

CcciTCrce, 

Handicrafts and artisan industries. 

Tourism; 

(iii) Nine commissions dealing with social functicms: 
Rural affairs, 

Towns, 

Social action, 

Sport and socio-educatimal activities. 

Cultural affairs. 

Water, 

Education, 

Housing, 

Health. 

The ntmiber of vertical commissions which deal with 
productive sectors was reduced during the Sixth Plan. 
However, several sectoral committees were created for 
discussions on specific sectors. For instance, there 
were 22 such committees under the Industry Commission, 
and four mder the Energy Commission. On the other hand 
the number of commissions dealing with social problems 
increased. Several of these dealt with problems that 
were the responsibility of more than one ministry, there- 
by giving more opportunities for increased co-operation. 
In addition, a number of inter-groups were set up to deal 
with special ’horizontal’ problems, including leisure, 
old people and handicapped people, etc. Also a large 
number of administrative work groups were formed, to 
coordinate the policy studies, sector analysis and other 
^orks being done by the newly created research and fore- 
casting departments in the ministries. This resulted in 
greater administrative ’concertation*. However, the key 
role still lay on the Ministry of Finance (MEF) and the 
Commissariat (CGF). Therefore, a special structure of 
Flan Finance (CGP-MEF) work groups was set up. Their 
primary aim was to avoid, or at least open channels for 
the resolution of the traditional rivalry between them 



plan pobmdlaticw PSDCESS 77 


and evolve a consensus. The structure of the Plan- 
Finance groups was extensive and complicated: there were 
two main groups, with a common secretariat provided by 
the INSEE and the DP, eight specialist groups, and nine 
sub-grouns. Their job was to estimate the 
and significance of the departure account. Tliey stated 
in early 1 968 but were cut short by the events of May- 
June 1 968 which took the senior members away to other 

Subsequent developments such as the November 1968 
policy measures to deal with the monetary crisis, the 
devaluation of the Franc in August 1 969 did not ai^ur 
well for the Plan-Finance groups. There was insufficient 
time for them to consider policy questions, or even to 
put forward a summary of their views for the benefit of 
the other participants# Nevertheless, these groups pro 
duced a lot of interesting material and more importantly 
they encouraged the use of forecasting and simulation 
models. 
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CHAPTER V 


Plan Implementation Process 


The plan figures are an amalgam of forecasts and 
targets and fulfil the tests of consistency. But do they 
have any practical significance? What mechanisms help to 
ensure that the Plan would be implemented when the plan- 
ning authority has no controlling power over the economy? 
Individual operators need hot follow the plants fore- 
casts. They are free to proceed on the basis of current 
market developments and their own estimates of what is 
going to happen in future. Divergence between the plan 
targets and actual achievements is, therefore, quite 
natural and, as seen earlier, has taken place in several 
sectors from time to time. But it would be wrong to 
infer from the above that there is absence of any imple- 
mentation mechanism. There are several ways through 
which the execution of the plan is facilitated though 
these are not perfect. 

OTOML mmjEES 

In order to achieve its objectives, the plan uses 
means of action as are normally available to the authori- 
ties. In this respect, the plan is primarily a plan of 
action for the state. In certain areas the plan merely 
indicates the broad lines of policies to be followed in 
order to achieve a given objective without going into the 
details of the measures to be taken. This was the case 
in the Seventh Plan with regard to measures to be taken 
to ensure non- inflationary financing of investment. The 
plan indicated that achievement of this aim would require 
that the financing of companies must primarily be 
encouraged through capital increases while at the same 
time stimulating greater investment of savings in 
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1 

shares/ 

Several experts regard the plan itself as an instru- 
ment of implementation. A plan which is well prepared 
and whose various targets and forecasts are internally 
consistent,, may induce economic agents to follow it in 
their own interest* The process of consultation in the 
modemisation/planning commissions involving those res- 
ponsible for execution of projects/ programmes in the 
government, public and private sectors also tends to 
facilitate Implementation. As the Second Flan remarked 
*Very often action results from the consultation it- 
self.”^ The plan implies some sort of **an informal 
agreement among autonomous decision-making centres 
(government agencies, public enterprises, private firms). 
Each of them commits itself morally to carry out its 
share of investment financed by means mentioned in the 
plan”.^ In other words, there is a tendency for self- 
implementation specially when objectives like modernisa- 
tion, productivity and growth are in the interests of the 
enterprises themselves. But sometimes, under the 
influence of group d3niamics, the social partners would 
agree in meetings but when th^ go back to their respec- 
tive desks, they may follow their original policies. 
Also, after a lapse of time, situation may change justi- 
fying adoption of an approach different from the one 
agreed to in a meeting of the commission. 

Implementation of the Pl^ is said to be facilitated 
by the representation of the Commissariat on most of the 
policy- formulation and execution bodies of the government 
dealing with economic and social matters. This gives the 
Commissariat a diance to influence decisions at meetings 
of such bodies in accordance with the guidelines laid 
down by the plan and to promote the adoption of measures 
studied or proposed by the various committees during its 
preparation. The effectiveness of this approach in help- 
ing execution of the plan is largely dependent upon the 
influence of the Planning Commissioner within the govern- 
ment and on his staffs capacity for preparing sound 
.propositions. 

The Commissariat has been also involved, in a more 
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intimate manner, in the execution of the Priority Action 
Programmes started during the Seventh Plan and its 
successor the PPE of the Ninth Plan. It ^'indicates the 
measures that must be adopted for the accomplishmait of 
these programmes as well as. the sums that must be ear- 
marked for each programme over the five years.^ With 
respect to the PAP, the Plan did not contain a detailed 
schedule for expenditure for each year. Mt a principle 
had been established whereby the actiai programmes were 
given priority funding during the preparation of the 
annual budgets, even if this was at the expense of other 
projects presented by the ministries. To ensure that 
this principle was respected, the office of the Planning 
Commissioner took part, each year, in the ’Budgetary 
Conferences* during which the budgets of the various 
ministerial departments were decided upon, within the 
limits of the expenditure ceilings fixed by the govern- 
ment. The office also reported on the state of advance- 
ment of the programmes in its annual report on the execu- 
tion of the plan, which is submitted to the Parliament as 
an appendix to the budget. However, as a former head of 
the Commissariat’s Economic Service had put it: 
"experience has shown that the Plan’s participation in 
the annual budgetary discussions are not sufficient to 
change the direction of the decisions made year by 
year...” The lack of a real medium-term programming in 
most spending ministries, the inadequate integration of 
the Plan’s programmes with the plans prepared by the 
ministries can lead in the course of the Plan’s implemen- 
tation to budgetary decisions that are contrary to the 
Plan’s guidelines or priorities. In the annual budgetary 
negotiatiais with the Ministry of Finance, tiie ministries 
may propose, often rightly, an allocation of funds 
favouring currant as against capital expenditure, leading 
to the non- implementation of the Plan’s programmes Miich 
are confined to investment projects. Similarly the low 
rate of implementation of some of the Plan’s priorities 
shows that even within capital ^enditure, tiie de facto 
choices of the ministries at the centre or in the regions 
do not conform to the Plan’s guidelines.^ The new pro- 
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gramme, PPE,' adopted for the Ninth Plan is designed to 
overcome some of the above shortcomings of the PAP and 
has, therefore, better chance' of execution. The details 
would 'be explained in a subsequent section* 

The failure to establish a link between short-term 
fluctuations and , medium-term plans has also been an 
important stumbling block to successful plan implementa- 
tion. Changes in economic situation during the life of a 
plan necessitate taking up of short-term measures, ecg., 
changes in wages, military spending, foreign aid, 
exports, prices, etc. These short-term actions are 
usually taken by the Treasury without reference to the 
plan*s medium term programmes. "They often jeopardise 
the planned investment programmes and destroy the 
coherence of the Plants overall growth pattern. Lack of 
coordination between short-term policy and medium-term 
programmes of the plan is the most serious obstacle to 
successful implementation of the successive plans.**^ 

iNFumas omt the pbivate sector 

Judicious use of economic favours or inceitives often 
called incitations, which make a desired activity profit- 
able to the bisinessman, has been the primary instrument 
of plan implementation in the private sector. This was 
specially so in the early years of planning when firms 
needed public or publicly controlled (e.g. from credit 
institutions) funds for financing their investment in 
view of the limited extent of self-financing, e.g., 22.7 
per cent in 1 947, 23.7 per cent in 1948, 30.1 per cent 
in 1949 and 34.7 per cent in 1950.^ During the fifties, 
the extent of self-financing increased to about 45 per 
cent and further to around 70 per cent during the 
seventies, and with this, the role of the Plan also 
changed. As Dr.S.S# Cohen points out, while supplying 
cheap credit continued to be a means of promoting desired 
investments, its withholding was no longer a means to 
forbid undesirable investment.® In other words, this 
instrument was changed from a control to an incentive. 
The Commissariat exercises this influence not directly 
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but indirectly throtjgh the Ministry of Finance. 

The provisions relatinjg to credit planning, the most 
important instrument in this context, are discussed in 
detail in the next chapter* ' Other incentives, thot^h not 
as important as the credit one, have also been used; 
these have varied from time to time and have included tax 
reductions, accelerated depreciation allowances in 
certain cases, state guarantee of loans, and subsidies* 
These have been available for various objectives like 
encouragement of exports, regional development, scienti- 
fic Ahd technical research, industrial conversion and 
restructuring, investment and savings, productivity, 
modernisation and international competitiveness* A firm 
can avail of several incentives at the same time. 

A few examples of these incentives are given below* 
Prance, has had a regional industrial incentive programme 
since 1954. This was revised in 1960, 1966 and 1972. 
The bases of the system are incentives and controls; 
incentives to firms to locate their units in the priority 
areas and controls to prohibit excessive development in 
Paris. During the seventies, regional development grants 
were available to industry and to research and develop- 
ment firms for new activities or the extension of exis- 
ting ones subject to certain conditions related to the 
size of their investment and employment which were 
different for different types of areas. Decentralisation 
indemnity consisting of partial reimbursement of expen- 
ses is given to induce firms to move out of the Paris 
region in order to reduce congestion. Capital gains tax 
reductions (half of the tax) might be given oa land sales 
if the proceeds were reinvested in specified activities 
like those in conformity with regional development objec- 
tives.^ Such examples can be multiplied 

In general, these incentives are more effective for 
small firms whose financial positicxi is not very strong. 
Giants firms on the other hand, can easily afford to 
ignore them and undertake major investment projects with- 
out the approval and support of the plan. They, no 
doubt, avail of the incentives. But in many case, they 
do so for carryir^ *out activities which they would have 
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carried out even otherwise. - Further, the incentives 
operate on the supply side. Ihey seek to induce firms to 
pursue desirable activities by making them profitable. 
But they are not intended to prevent an enterprise' from 
expanding beyond the targets of the plan or in unplanned 
directions. It may be said that government takes actico 
on the demand side through price policies or short-term 
monetary and fiscal policies, and these may produce a 
constraining influence on expansion of certain firms. 
But the demand management policies have often been not 
coordinated systematically with the objectives of plan- 
ning. 

(XMIWL OVER 1311 PUmC SECTOR 

France, though a market economy, has a large compo- 
nent of public sector. The share of nationalised indus- 
tries in national output and employmeit in 1973 was 11.5 
and 7.5 per cent respectively. The share of non-finan- 
cial public enterprises in gross fixed capital formation 
in 1973 was 1 5 per cent. Since then, public sector has 
expanded further after the nationalisations made by the 
socialist government in the past few years. What is, 
however, noceworthy is the range of activities under the 
public sector. These include aero-engines, oil (El^, 
chemicals (various firms) cars and machine tools 
(Renault), shipping (Compagnie Generale Maritime), the 
main radio and TV Statio^^ (including shares in commer- 
cial stations), coal, gas, electricity, public transport 
(SNCF and RATP) telecommunications (PTT), banks and 
financial institutions like the WP and Credit National, 
and some insurance companies. Because of the critical 
importance of several of the sectors under State ccntrol, 
the public enterpri^ are expected to exert an. influence 
on the economy which is much more than the figures on 
their shares in empl 05 ^ent, output and capital formation 
would indicate. 

Prima facie, the plan should have complete control 
over the public sector. Some people would like to regard 
the plan as real only for the public sector including the 
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nationalised industries,- i.e., the plan while being 
^indicative* for the private sector is * imperative* for 
the public sector^ Most of the observers, however, feel 
that nationalised industries are not so much amenable to 
the influence ■ of the plan. As has been explained in 
earlier chapters, except in its earliest years, French 
Planning has not been concerned with indicating specific 
targets or obligatiais to individual firms whether in the 
public or private sectors. Moreover, the public enter- 
prises in France have a strong tradition of autonomy 
which they seek to maintain. Some of them, specially 
those in the competitive sector, guard their autonomy 
better than firms in the private sector. Hie case of the 
Renaiilt car is well knowa^® Consequently planners some- 
times find it more difficult to influence public enter- 
prises than private ones.^ ^ 

Whether or not tdie plan would become obligatory for 
the public sector depends upon the extent to which it is 
taken into account in granting specific authorization to 
contract expenditures and in providing the necessary 
finance both of which are very much decided by the 
Ministry of Finance. Parliamentary approval of the plan 
does not guarantee financial sanction of public invest- 
ment programmes included in it. Instances are not lack- 
ing when there has been divergence between budgetary 
policies and planning strategy. For example, Prof. 
.Kindleberger mentions a case whereby the Commissariat’s 
opposition to the tunnel under Mont Blanc and preference 

for the cheaper alternative under Mt. Cenis was over- 
ly 

ridden.*^ 

The budget is exclusively an instrument of the 
government whereas the plan is influenced by social 
partners also through the concertation process. The 
budget deals exclusively with receipts and expenditures 
of the State whereas the plan deals with the whole 
nation. The budget is annual whereas the plan is 
prepared for a five year period. At the same time, there 
are a number of factors which help in evolving a common 
approach between the plan and the budget some of which 
have been indicated earlier. In addition, we may also 
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note that the government and the Parliament have, respon- 
sibility for both the budget and the plan. Moreover, 
there, are . institutional mechanisms for joint consultation 
between , the Commissariat and the budget. We may, , ■ there- 
fore, conclude that the Commissariat has some control or 
influence over the public sector enterprises. Much of 
this control, ' however, is generally exercised through the 
Ministry of Finance. 

With regard to the execution of the investment pro- 
grammes of public enterprises in the energy (coal, gas 
and electricity) and transport (railways and airlines) 
sectors, the Commissariat has relatively greater ■ <xotrol 
because the annual investment and finance programmes of 
these enterprises are approved by the Board of Adminis- 
trators of the Economic and Social Development Fund 
(FDES) of which the Planning Commissioner is a permanent 
member. **rhus, in 1976, the Commissioner intervened and 
requested that the investment programmes of certain pub- 
lic enterprises for 1977 be increased so that the Plan’s 
objectives in the energy field might be attained and to 
boost activity during a period marked by a lack or weak- 
ness of private investment.,”^ ^ 

RECENT imSUEES 

As indicated in the previous chapter, better imple- 
mentation has been aie of the principal obj,ective,s of the 
July 1982 Act passed by the Mitterrand Gbvernment. Some 
details of two measures, namely, programme laws and plan- 
ning contracts, introduced for this purpose, have already 
been given in chapter I¥. A programme law,- when first 
introduced, is discussed in , detail .including its finan- 
,cial provisions the Parliament. Its approval implies 
commitment of the government to provide funds for the 
concerned programme over a period of time. Hence the 
annual budget of a programme "law alrea<fy approved is not 
subjected to detailed ' discusslcxi' in , the Parliament. It 
iS' passed, as" a matter of normal routine. However the 
presentation of the budget - i^^^ by detailed dis- 

cussion between /the concerned 'administrative department 
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and the budget department. In order to become valid, the 
programme law requires four signatures, one from the 
Planning Minister, one from the Finance Minister, one 
from : the Prime Minister, . and one from the Minister of the 
concerned department. The signature of the Finance 
Minister implies commitment of the Finance Ministry to 
the proposaL Recently a programme law for research was 
also passed. 

The planning contract is one of the innovations of 
the new planning system. This technique will be used in 
the first instance to foster the implementation of 
priority programmes under the National Plan, but it will 
also be possible to use it to help implement the priori«- 
ties of the regional and other local authorities provided 
that such particular actions do not conflict with 
national aims.^^ Once the contract is signed, arrange- 
ment for funds is made and implementaion is ensured. 

Implementation of the plan will also be facilitated 
by introduction of a new scheme known as the PPE (Pro- 
gramme Prioritaire d’ Execution) which is an impoved 
version of the PAP of the Seventh Plan with respect to 
the following two aspects. The PPE will be defined in 
the beginning and will also have physical aims. The 
difference between the PAP and the PPE is essentially a 
difference of degree and not of kind. The new programme 
is more ambitious. Once a programme has come under the 
PPE, it will be more difficult for government to change 
its mind because this programme is supposed to come under 
the budget category known as ’Service Votes*, a charac- 
teristic feature of which is that it is not subjected to 
annual critical scrutiny by the Parliament. Moreover, 
the programme contains a -detailed schedule' of expenditure 
for each year which is expected to be morally binding on 
the government. This is clearly an improvement over the 
PAP.,; A report prepared jointly by the Ministry, of Plan- 
ning and the Budget at the time of the preparation of the 
budget annually provides the budgetary means that the 
,govemffient proposes to a.sslgn- for' the .execution: of the 
priority programmes'', of the plan ..fo ' the, , .coming 'financial, 
year.,"" 


A good beginning has alreacfy been made in this direc- 
tion during the preparation of the Ninth Planu A number 
of programmes under the PPE have been lormlated^' ; 
constituted 20 per cent of capital budget and 6 per cent 
of total public outlay for the year 1984. This is not a 
small figure if we note that a greater part of public 
outlay is used in meeting the requirements of continuing 
projects. Further, the proportion is expected to go upto 
30 per cent of capital budget and 8 per cent of total 
public outlay by the end of the Ninth Plan. The esti- 
mated cost of the PPE during the period of the Ninth Plan 
as a whole is 330 billion French Franc at constant 
prices. For the first time in the history of French 
planning annual breakdown of costs of programme under the 
PPE has been given. And in 1984, budgetary allocations 
for the PPE were made exactly as they occur in the plan. 

Monitoring, an important element of the implementa- 
tion process, has also been emphasized. **Twice a year, 
Parliament will have an opportunity of exercising its 
control over the ways in which the plan is being imple- 
mented and initiating a public debate on the subject 
should it so wish. One opportunity will be during the 
Spring sitting, when it will have before it a joint 
report based on the work of the National Planning Commis- 
sion. The other opportunity will be during the budget 
sitting, when it will have before it the report from the 
plan and the budget ministers on how plan priorities have 
been taken into consideration in the budget proposals. 
To perform this function as effectively as possible, the 
National Assembly and the Senate have resolved to estab- 
lish separate Parliamentary delegations for each house, 
to review the preparation and implementation of the Plan 
from first outlines to the end of the implementation 
phase. This closer parliamentary monitoring is intended 
to avoid leaving too much power in the hands of the two 
sides of industry during the planning process, which 
would be liable to detract from the prerogatives of the 
country* s elected representatives.”^^ 

Of the several measures mentioned above, the system 
of programme law has been in existence for quite long. 
For example, there was a programme law for agriculture in 
1962. Perhaps the present government may like to use it 
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more effectively* But by its very nature much frequent 
use of programme law is not likely* As regards the role 
of Parliament in monitoring the progress of the plan, 
much would depend upon the interest taken by this body, 
and the response of the government to the views expressed 
by it* As regards the PPE, it is designed to be an 
improved version of the PAP with particular reference to 
implementation. The planning contract is a new addition* 
Better execution of the plan is likely to be facilitated 
primarily through these two measures* On the whole, the 
new measures are an improvement over the earlier situa- 
tion* 
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CHAPTER VI 


Credit Planning 


The nationalisation of all banks except the little 
ones in February 1982, though governed mostly by ideo- 
logical considerations, also hi^light the significance 
of credit in the direction of economic activities* Power 
to allocate credit, and that too if subsidised, can be a 
potent instrument for influencing the flow of private 
sector investment into the desired directions* There are 
three ways in which the French Government has used this 
instrument: by directly giving loans to firms from the 
state funds, by involving the planning commissariat in 
the decision-making process of sanctioning loans from 
financial institutions above a certain amount (for all 
types of investment) and by allocating a certain amount 
of credit to be granted by credit institutions at their 
own discretion at lower (subsidised) interest rates to 
firms making investments in specified categories* 

DIKECT STATE CREDIT TO PRWME SECTOR 

Financing of private investment directly by the state 
has been in vogue since 1955 when the government estab- 
lished the Fund for Economic and Social Development 
(FDES) one of whose objectives has been to give loans to 
private firms. The secretariat : for the Fund iS' provided 
by the Treasury in the Finance Ministry, and its direc- 
tion is . under the control of a Board headed by the 
Minister of Finance. However, the 'Planning Commissariat 
has also been closely associated with it from' the very 
beginning. The Planning Commissioner has been a' member of 
its controlling Board and Chairman of one of Its impor- 
tant specialised committees (Committee No*1). This asso- 
ciation with the FDES provides an opportunity to the 
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Planning Commissariat to be consulted on an influence 
investment policy .of those industries in the |xiblic and 
private sectors which seek assistance from the FDES* 
IXiring the last twenty years, while the FDES remained a 
major source of investment finance for the national 
enterprises, its role as a lender to private industries 
has been declining. The amount available for this pur- 
pose in 1982 was just half a billion FF as against a 
credit of 24 billion FF to be advanced by credit institu- 
tions. Even this disappeared subsequently because of the 
absence of any provision under this head in the 1983 
budget. 

The FDES offers highly subsidised- loans on long term 
basis to small enterprises and enterprises in difficulty. 
The interest rate charged in 1982 for these long-term 
loans was 10.25 per cent which was much lower than the 
market interest rate of 17.25 per cent and even lower 
than the subsidised loan under special procedures to be 
described in the third section of this chapter. Loans to 
small and mediuiTi sized firms are administered by a body 
known as the Inter-Ministerial Committee for Investment 
Development and Job Maintenance (CIDISE)*. It provides 
special/ordinary loans out of the FDES for investment 
programmes undertaken by cfynamic small and mediiam sized 
firms which are expected to increase production capacity, 
improve productivity, raise export levels and/or increase 
employment. The loan is payable on up to 25 per cent of 
eligible investment costs and is generally for a period 
of 1 5 to 1 7 years. Repayment of the loan starts after 
two or three years. As regards the FDES loans to firms 
in difficulty, the estimated value of awards approved in 
1979 under this scheme was around FF 375 million. This 
is administered by CIASI (the Inter-Ministerial Committee 
for the Development of Industrial Structure) which helps 
a firm experiencing severe financial problems to re- 

*GIDISE was set up in mid-1979 and its activity grew 
rapidly so that in 1980 it advanced loans totalling FF5 19 
million. " 
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establish its viability by setting up a recovery plan, in 
I the context of which it (the CIASI) may award a soft 

I (Leo, subsidised) loan out of the FOES to supplement the 

I capital contributed by partners of the firm.. The value 

of the loan is related to the costs of industrial and 
financial restructuring and varies from case to case. 
The duration of the loan has been generally from two to 
five years and interest is charged at the rate applicable 
to the FDES ordinary loans (i.e., 10.25 per cent in 

December 1981). In general, the CIASI deals principally 
with larger firms and larger loans. 

amEOL (Nm big urns 

There has been a tradition that requests for loans 
exceeding certain amount received by the Icng-term credit 
institutions, such as the Credit National, are sent to 
the Planning Commissariat for advice. The amount speci- 
fied has undergone several changes over the years. 
Several years ago, it was 1 million FF for medium term (5 
years) Credit and 2.5 million FF for long-term (over 5 
years) Credit. During the years 1978 to 1981 the figures 
for long-term credit were 10 million FF for foreign firms 
and 15 million FF for domestic firms. In September 1982, 
these figures were doubled, namely, 20 million FF for 
foreign firms and 30 million FF for French firms. As 
most of the firms in France are of small and medium size, 
the number of proposals forthcoming for loans exceeding 
30 million FF would be limited. For example, in 1981, 
the number of applications sent to the Planning Commissa- 
riat was around 200 only. This number declined to 140 in 
1982 and below 100 in 1983 because of the rise in the 
specified amount in September 1982. Information on total 
. amamt. sanctioned under such loans " is ■ not readily availa- 
ble. Consequently, it is not' possible to evaluate the 
coverage of this scheme in relation to total investment 
activity of large firms. Also there is no recent study 
highlighting the exact role of the Planning Commissariat 
based on the actual experience. According to Hackett and 
Hackett, "the General Planning Commissariat, in consulta- 
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tion, if necessary, with the Ministry of Finance and' the 
Ministry of Industry, takes account in formulating its 
opinion, of the investment plans of the prospective 
borrower and other aspects of his activity such as 
exports* This kind of intervention*, which remains 
extremely discrete nevertheless gives the planning autho- 
rities an opportunity to orient decisions being taken by 
private firms along the lines of the policy laid down in 
the plan* It can influence not only the level of output, 
exports or investments, but equally the choice of a type 
of production (promoting, for example, one not yet 
produced In France), or can show the advantages of a 
certain specialization of production.”"' This observation 
made several years ago remains valid even today* 

INTSESST aJBSID^ CM SPECIFIC INVESIMENTS 

Another method used for assisting Investment, known 
as Special Procedures, consists of the State paying 
subsidy on interest rate to the terra-lending financial 
institutions to enable them to advance subsidised loans 
to firms for specified types of investment projects. The 
concerned institutions in order of importance are Credit 
National, CEPME (Credit d* Equipment des Patites et 
Moyennes Enterprises), SDR (Societies de Development 
Regional) and CCCC (Caisse Centrale de Credit Coopera- 
tive). Loans to agriculture are primarily routed through 
credit Agricole. Loans advanced by commercial banks do 
not come under the purview of such provisions since these 
banks provide only short and medium-term loans and not 
long-term ones. However, quite often, there is a link 
between commercial banks and one of the above mentioned 
Institutions giving long-term credit. Sometimes a term 
lending institution such as the Credit National would 
forward the project dossier to a commercial bank for 
short-term lending and sometimes a commercial bank would 
take the initiative and forward the same to a term- 
lending institution. 

Instructions to the concerned credit institutions 
giving the details of the types of investment projects to 
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be assisted, are Issued by the Treasury in the Finance 
Ministry and not by the Planning Commissariat. These 
instructions relate to total amount of loans under the 
Special Procedures, their allocation under different 
categories and the amoxmt to be advanced by each. credit 
institution. The rate of interest is lower than the 
market rate, the difference between the two is subsidised 
wholly by the government.' However, loans are advanced by 
the credit ' institutions out of their own funds. No 
security is needed for loans in this category. Repayment 
of a loan usually starts after 2 years if it is for 1 0 
years and after 3 years if it is for 12 years. 

A firm can get loan up to 100 per cent (50 per cent 
long term and the rest medium or short-term) if the 
investment is up to 2 million FF.* In case investment is 
more, then loanable amount is restricted to 70 per cent 
of total investment with 35 per cent in the form of long- 
term loan and another 35 per cent for short-term or 
medium-term loan. The amount remains the same whether a 
firm qualifies under one or several heads. The period of 
long-term loan ranges from 8 to 15 or even 17 years but 
it is generally for 10 to 12 years. Medium terra loan is 
available for 2 to 7 years (generally 5 years) while the 
short-term loan is for less than 2 years (generally 12 or 
18 months). 

The scheme was initiated in the year 1974 and has 
been revised from time to time. A substantial revision 
took place in 1982. Earlier, there was only one category 
known as the PSI (Pay Special Investment) according to 
which a subsidised credit was made available to firms 
making investments in certain categories, satisfying 
certain 'conditions. These conditions were rather tough 
with the result that a number of firms found it difficult 
to fulfil them. This, therefore, led to the opening of 
another category by relaxing some of the conditions asso- 
ciated with advance of loan but with reduced rate of 
subsidy. The additional measures, known as the PAE (Pay 

to September 1982.^^^^^ ^ 
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Aid Enterprises) are meant for firms fulfilling' the 
general conditions of growth, profitability and sound- 
ness« , 

The available ...data on rates of interest for 1982 and 
1983 and the amount advanced in 1982 under these cate- 
gories' are given below: 



Interest rate 

1982 1983 

(%) (%) 

Aonount (in billion 
FF) 1982 

PSI 

12.75 

9.75 

11 

PAE 

PCM (others- 

14.75 

11.75 

5 

ordinary) 

17.25 

15.80 

8 


24 


The rate of interest under the last category (PCM) is 
equivalent to the market rate of interest as it does not 
contain any subsidy, whereas interest rates charged under 
the other two, namely, the PSI and the PAE contain an 
element of subsidy, the extent of which is determined by 
the difference between those rates and that under the 
PCM. It is also obvious from the above table that 16 out 
of 24 billion FF or about two-third of loans given by 
credit institutions in 1982 was under subsidised loan 
category. 

Generally, the proportion of different credit 
agencies has been as below: 

Credit Natiaial 41 per cent 
CCPME 34 per cent 
SDR 17 per cent 
CCCC 8 per cent 


Total 


100 per cent 
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An .useful feature, of the scheme, designed to .prevent its 
misuse, is that a review of loans is made after. 4 years 
and if a loan is found' to be not properly utilised then 
the concessions given are not only withdrawn from the 
concerned enterprises but they are asked to pay the 
ruling market interest' rate for the past '4 years also 
along with an extra penal interest for 3 to 6 months 
period* 

During the years 1982 and 1983 the following invest- 
ments qualified for soft loans at concessional rates of 
interest: 

1 * Loans to finance investment in export industries. 
To be eligible for this loan, companies were 
required to commit themselves to expand their 
production capacities for increasing their 
exports to non-EEC countries, 

2, Loans for energy saving investments to be given 
to those companies which invested in coal for oil 
and oil by-products, or undertook such operations 
which saved primary energy. 

3, Loans for raw-material saving investments. This 
was started in the year 1978. 

4, Loans for the development of robotics and automa- 
tion of industrial process. This procedure was 
initiated in 1981 to assist companies developing 
robotics and automation of their industrial pro- 
cesses or manufacturing robot related equipments, 

5, Loans for job creating investments. These loans 
were granted to small and medium sized firms* 
which made new investmens involving new jobs or 
for reconversion of a production unit. Such 
loans had a maximum term of 12 years with the 
grace period of 2 or 3 years. The maximum loan 
amount per operation for this special procedure 

t Firms with employees between 10 to 50 are classified as 
small or medium sized firms while those with less than 10 
'.are''' 'known'''.' .as artisanal.' ■' 
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was 1 .5 million FF, It could be granted together 
with an ordinary long-term loan of the same 
amount and, if needed, also combined with the 
medium terra credit. The investment programme in 
this case was to be designed to create stable 
employment. The firra getting loan was required 
to undertake to increase its workforce by 10 per 
cent within 3 years. This scheme had been in 
operation for several years thou^ it had under- 
gone many changes over the period. 

6. Loans for industrial development abroad. Designed 
to finance the establishment of French companies 
abroad, this could include acquisition of an 
existing business or establishment of a new one. 

Two more items were added to the above list in the year 
1982 namely: 

1 . Firms with industrial innovations which increased 
the value added. 

2. Research and Development. 

The decision on the categories of industries to be 
eligible for subsidised loans is made by the Treasury 
alone after consulting the Industries Department and the 
Directorate of Economic and Foreign Relations of the 
Finance Ministry. The Planning Commissariat is not 
consulted. How does, then, the Treasury relate its 
decision to national priorities? According to a Treasury 
spokesman, the types of industries to be encouraged by 
the government are well-knovm to the Treasury and it is 
not necessary to consult the Planning Commissariat or 
read the Plan for that purpose. 

IMPACT 

What has been the impact of these measures? There 
has been no independent evaluation: none at least is 
available in piiblished form. However, the Treasury gets 
some feedback through the Inspection notes of officers 
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which are kept confidential. In general, it is stated 
that the experience has been a mixed one. But, on,, the 
whole, the effect has been good and that is why the 
Special Procedures have beai continued by the government 
from year to year. Funds sanctioned are generally uti- 
lised; for example, there was 100 per cent utilisation in 
1980 and 1981 and in 1982 the utilisation was expected to 
be 80 to 85 per cent. 

According to my estimate, about 20 per cent of the 
French investment is covered by the Special Procedures. 
For example, in the year 1982 total investment was 241 
billion FF of which 50 to 60 billion FF could have been 
under those firms which took soft loans tinder the Special 
Procedures. This is estimated on the basis of the 
figure of 24 billion for long-term investment made avai- 
lable throu^ the procedures for financing a part of the 
investment requirements, namely, 50 per cent in the case 
of smaller loans and 35 per cent in the case of larger 
loans as detailed above. No information is available 
regarding the allocation of soft loans as between 
different industries which is probably due to the absence 
of any concern for inter se priorities amongst them. 

Besides, there is the control exercised by planning 
authorities on firms applying for loan worth more than 20 
million FF for foreign firms and 30 million FF for domes- 
tic firms, every case of which goes to the Planning 
Commissariat for approval. There were 200 such cases 
during 1982; however, the actual role of the Commissariat 
has been limited in practice as there has been no case 
where such a request, approved by the credit agencies, 
has been turned down by it. Ihe Commissariat, not having 
appropriate technical staff of its own for making a 
detailed scrutiny of every proposal, generally goes very 
much by the advice of the technical staff of the credit 
institutions themselves. 

On the whole, the relationship between credit insti- 
tutions and the Commissariat has been very nominal. 
There is limited credit planning in the strict sense of 
the terra. However, if the term is interpreted broadly to 
include adherence to overall guidelines of the government 
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and national priorities then the scope is a little wider, 
but not very wide because of the considerable degree of 
self-financing by industries. The percentage of self 
financing during the seventies has been generally above 
60 per cent and went upto 78 per cent in 1978.^ As 
regards Special Procedures, these are too many. Old 
procedures continue while new ones are added. As a 
resxiLt, almost every firm is in a position to get subsi- 
dised credit mder one procedure or the other. Further, 
balks even thou^ nationalised do not like interference 
from the government. Hence credit planning has not formed 
part of the plans. There is no planning of overall 
allocation of bank resources. Except for the amount used 
for Special Procedures, the rest is used in accordance 
with the profit criteria of financial institution. 
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CHAPTER VII 


Regional Approach to Planning 


Decentralisation or regionalisation of the planning 
system is one of the three major changes that the Mitte- 
rand govemmait has introduced after coming to power in 
May 1 981 • Such a move, however, has a long history. The 
significance of the new measures can, therefore, be 
better understood and evaluated if these are studied in 
the light of the previous attempts made in this direc- 
tion. 

WE EARLY MEASURES 

In France, the most important administrative unit 
below the nation has been the department. This was 
administered by a hi^ ranking civil servant appointed by 
the central government and known as the Prefect. The 
lowest administrative unit is known as the Commune rang- 
ing in size from a population of less than ten people to 
over 1,00,000. Above this is the Canton. Further above 
is Arrondisseraent headed by a sub-Prefect and these 
together form the Department. Traditionally, the Depart- 
ment and the Commune have been the two basic administra- 
tive units dating back to Hapoleon. 

Planning in France started on a centralised basis, 
being in conformity with a long established centralised 
administrative system. Some awareness of regional deve- 
lopment problems, however, emerged in the 1950s specially 
after the publication in 1947 of the now famous book 
Paris and the French Desert by J.F. Gravier. This book 
put in sharp focus the stark contrast between the capital 
city and the rest of the country. The Second Plan under- 
scored the need for strengthening regional economies. 
The FDES (Fund for Economic and Social Development) was 
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created in 1955 to finance, inter alia the regional 
programmes prescribed in the Second Plan. The year 1955 
also saw the establishment of the Societies de Develop- 
ment Regional (SDR) of which there are currently fifteen 
branches. Their primary function is to provide funds to 
industries in the form of equity participation, long-term 
loans and bank guarantees. The idea of bigger units 
known as regions for programme formulation purposes was 
also bom. The effectiveness of these regions in promot- 
ing regional development was, however, marginal. *®rhe 
Paris region continued to have a strong attraction for 
industry and, in 1961 for instance, one third of indus- 
trial start-ups were located in the ten economically 
richest departments”.^ The administrative system also 
remained unchanged. So was the planning system. 

However, with the coming of the 1960s, and under the 
infliience of various factors (change of regime, evolution 
of planning, and end of the colonial period), a change 
took place in favour of promoting a regional articulation 
of the national plan and a policy of regional development 
and planning. In contrast to the first three plans which 
had no specific regional objectives, the Fourth and the 
Fifth Plans developed programmes for dealing with 
regional imbalances. The growing awareness of the need 
to take up regional analysis and deal with regional 
problems indicated the need for units bigger than depart- 
ments. The then 95 departments were considered too many 
for effective regional analysis. It was in this context 
that the concept of programme regions each consisting of 
several departments had been bom in the late fifties. 
In June 1960, the government created a number of such 
programme regions and thus initiated a process of 
regionalisaticn of planning. 

A major step in the direction of regionalisation was 
taken in 1 963 when the government set up a new institu- 
> tion known as the Delegation a 1* Amenagement due Terri- 
toire et ’a 1* Action Regional, DATAR (Delegation for 
Regional Management and Regional Action) as a new inter- 
ministerial department to act as a coordinator between 
the various ministries and departments and between these 
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and the regions. The DATM also acts as a generator o£ 
new socio-economic plans and policies for regional deve- 
lopment. It is also responsible for the implementation 
of regional projects. While not itself a development 
agency in the normally accepted sense, it has " been 
involved in a wide range of developmental functions' 
including publicity and promotion and the provision of 
financial incentives. 

THE 1964 REFDEM 

Another major step was taken on March 14, 1964 when 
the State Government transferred certain powers from 
itself to local officials responsible to it and set up 
administrative authorities at the level of regions. At 
the same time, the central ministries made the territo- 
rial limits of their regional services coincide with the 
limits of these regions. Whereas previously ministries 
maintained their own local agencies in the regions, the 
1964 Act placed their services under the control of the 
central regional authority. In this manner, it took a 
step forward in the direction of a more horizontally 
integrated administrative system. 

These regions were endowed administratively with a 
Regional Prefect, a Regional Economic Development Commis- 
sion (CODER) and a Regional Mission. The Prefect of the 
Department of the chief city of the region also became 
the Regional Prefect. He was the pivot of the new insti- 
tutions and a link between Paris and the regions on 
matters related to regional planning and development 
which were the chief concern of regional administration. 
He guided and supervised other Prefects in the region. 
The Regional Mission consisting of four to eight young 
hi^er civil servants, some working full-time and others 
part-time, constituted the cabinet (personal staff) of 
the Regional Prefect and also provided the secretariat of 
the Economic Development Commission (CODER) which consis- 
ted of about 50 members (the exact number varying slight- 
ly from one region to another), drawn mostly from 
departmental councillors and representatives of economic 
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interest groups. The CODER was supposed to be a link 
between the central government organs and local opinion. 

The CDDER was primarily a consultative body without 
any independent power of enquiry or debate. The agenda 
for its meetings was drawn up by the Regional Prefect. 
It did not have an investment budget. Nor had it any 
funds for financing its own research. By order of the 
government it generally met briefly twice a year. The 
process of consultation for preparation of the regionali- 
sat ion of the national plan was further enlarged by 
constitution of working parties by the Prefect. Generally 
these groups comprised members of the CODER, civil 
servants and experts. 

An understanding of the nattire of regionalisation of 
planning under the 1964 Act can be had hy looking at the 
tasks which had to be accomplished at the regional level. 
The first series of tasks dealt with forecasting and 
anticipating regional development within the national 
context. These involved matching national forecasts and 
expectations with those of the regions. These tasks were 
carried out in cooperation with the Planning Commissariat 
(CGP) and the Delegation for Regional Management and 
Regional Action (DATAR) at the centre. The second series 
of tasks concerned studies of a regional nature such as 
regional urban structure or regional housing index. The 
third type of task related to planning of public invest- 
ment during the second stage of the regionalisation of 
the plan. This required the establishment of a time 
table and financial allocation for operations concerning 
infrastructure and social capital financed hy the public 
authorities (State, Department, Commune, etc.). These 
investments were classified in three categories, as 
below: 

(a) The major investments (for example motorways and 
universities) on which the regions were consul- 
ted, 

(b) The investments labelled /regional* for which the 
regions (throu^ the Regional Prefects, after the 
advice of the CODER) could make proposals con- 
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ceming the relative priority of operations and 
: of their localisation, within the' limits of a 
, financial sum specified hy each ministry. 

(c) The resid'ual investments of ' purely local 
^ for which the central government's 

financial contribution was to be allocated by the 
Regional;Prefects between the departments of a 
region. 

The preparation of the. regional segments of the 
national plan's public investment prograimiies, i«e., pro- 
gramming activity, proper was carried out primarily by the 
Regional Mission which worked with the departmental 
services of the central administration on the one hand 
and the working parties set tip by the Regional Prefect on 
the other. Ihe Mission very much depended on the infor- 
mation possessed by others and notably the departmental 
services. The transmission of information thus became an 
arena of bureaucratic coiflicts between different levels 
of the administrative apparatus; the regional level being, 
seen as a threat by the departmental, bureaucracies to 
their own' networks of influence® 

According to an evaluation made by Gremion' and Worms, 
and Michael .Watson, the 1 964 m,easures had ■ only a limited 
success in regionalisation, of planning.^ They, did not 
modify the structures of' state administratioa, Ifcr did 
th^' lead 'to a modification of the power of .'local politi- 
cal bodies, ,,i.e'®,,',;:d,epartments or communes® To quote 
Watson,. '“The, regional activity of 'govemmmt departments 
remained compartmentalised, - -with lines of ' communication 
still running direct to the centre; while local authori- 
ties and interest groups continued, to concentrate on 
links with govemmait dej^tments at-' the centre and with 
their principal field offices. ' In this' situation, the 
regional' planning, bodies were used, s,imply as an extra, ^ 
secondaiy/.chaiinel, 'for the articulation -of demands."^ 

The reasons^, fo this dismal performance are politi- 
cal, administrative, econcmaic ' as well as financial® In 
the absence of any formal political system at the region- 
al level, political accountability even for regional 
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development remained at the national level; this implied 
that the ultimate responsibility and power for regional 
affairs lay with the central government. And the rela- 
tionship between the region and the centre was one of 
complete subordination, the region having no autonomy at 
alL The provision of inadequate financial resources at 
the regional level had the effect of forcing the regional 
planning agencies to dance to the tunes of national 
authorities. Ihe central administration played a deci- 
sive role even in the control of research undertaken to 
contribute to the regionalisation of the plan. As the 
region had no budget, studies of a regional nature were 
financed by the central government. 

"The regional integration effort met with strong 
resistance from the prefectures and field services of the 
central ministries. Resistance was no less strong among 
local authority representatives (mayors and general coun- 
cillors) or from business and farm organisations 
(Chambers of Commerce, Chambers of Agriculture). The 
situation can be summed up hy saying that planning failed 
to break the close relationship between the specialised 
branches of the administration and their ’partners*, a 
relationship which tends to maximise sectoral interests 
in the process of decision concerning public investments. 
A mutual reinforcing occurred between administrative 
resistance and the resistance of local political leaders 
to attempts at integration, clarification and rationali- 
sation of the decisions”.^ 

The existence of a well-established naticaial planning 
system having a sectoral rather than spatial basis, was 
another factor which favoured centralisation of power 
and, therefore, vertical administration throu^ sectoral 
departments. National economic planning has a tendency 
to treat regional dimension as subordinate to nationwide 
sectoral considerations. The sectional pressures exerted 
at the centre by national interest groups worked in the 
same direction. '“There is little chance that sectoral!- 
sat ion will be broken down where regional planning 
remains primarily something attempted from the centre. 
Above all, the centre has continuing national responsibi- 
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llties for industry, transport, education, eta”^ 

THE 1972 ACT 

^ The events of May 1968 led President de Gaulle to' 
fonnulate an important regional reform proposal to trans- 
form the regions into territorial authorities with 
elected assemblies. This was put to a referendum on 
April 27, 1969 but was rejected by the people. However, 
a Regional Reform Act was passed by the Parliament on 
July '5, 1972 which was less radical than the de Gaulle*s 
1969 proposals. Under this Act the regional agencies 
were to be consulted by national planning commissions on 
national choices to be made in the second phase of plan- 
ning and more particularly on regional development 
programmes. This Act vested the region with the powers 
of a corporation and replaced the CODER by two bodies: a 
Regional Comcil composed entirely of political represen- 
tatives (MPs, Mayors, local councillors) and an Economic 
and Social Committee, composed of representatives of the 
region’s organised interests (economic, social, educa- 
tional, etc.). The Regional Council took over all the 
coder's responsibilities in respect of planning. As a 
public corporation the region could either undertake 
public investments of a strictly regional character on 
its own account or participate financially in local or 
central government projects within the region. Financial 
resources were provided for by the devolution of the 
central government tax (on driving licences) and by the 
option givai to the Council for introducing an additional 
levy on a number of other central government taxes. 
However, the Regional Prefect, appointed hy the Centre, 
continued to supervise the work and carried out the 
decisions of the Regional Council. The model adopted 
here was that which governed the relations of the Prefect 
with the General Council in the Department. The Act did 
not provide for the fmctions of the Regional Prefect to 
be separated from those of the Departmental Prefect. The 
modest character of the modifications introduced by the 
1972 Act merely served to emphasise the point that 
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regional planning had had only an insignificant impact 
upon the traditional French politico-administrative 
system.^ 

The 1972 Act did not have any significant impact not 
only becaise it was not imich different from the earlier 
Act' but also because the, period since then witnessed the 
decline of economic planning — national, regional or 
locaL This position continued for a number of years 
till the end of the seventies. During this period, the 
regional planning institutions in general and Regional 
Mission in partioilar which was to provide the nucleus' of 
a planning organisation at the regional level became less 
relevant and therefore either declined or failed to 
gather any strength. Consequently centralisation conti- 
nued unabated. The extent of centralisation can be 
determined from the fact that in 1979 the approval of 
fourteen separate state agencies was required before a 
local school could be built even after general budgetary 
authorisation had been given.^ 

THE 

The process of decentralisation received a big push 
in May 1981 with the election of Hitterand as President 
who had proposed a broad decentralisation of public 
administration durii^ the presidential election campaign. 
By the end of July and beginning of August 1 981 , a bill, 
bringing about an institutional reform of communes, 
departments and regions, was passed 1^ the lower house, 
(House of Assembly). As a result, the elected councils 
at the communes and departments were vested with execu- 
tive powers to be exercised by the elected heads;^ of these 
councils. The system of .'prior approval by the. Prefect 
was abolished. ' In case the, local elected authorities 
take some irregular decisions', then the Prefect (now 
called Republic’s Commissioner) can bring the matter for 
judgement before the concerned administrative or revenue 
courts. The regions were , to be established as full- 
fledged regional authorities with elected assemblies. 
Hie powers vested in the region were to be extended. The 
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regional author it ies would also be subject to judicial 
authority as in the case of commune and departments* 
These changes in the administrative system were supposed, 
to provide the institutional basis for decentralised 
planning in general and regional planning in particular* 
The enactment of these measures for preparation of 
regional plans is considered as the most striking inoova- 
tion in the new planning process. However, no specific 
rules or guidelines have been laid down for preparing 
siKsh plans since these regions have only just acceded to 
the status of local authorities with full powers and do 
not yet have assemblies elected direct miversal suf- 
frage. It would, therefore, be up to each regional 
council to decide what procedures would be followed in 
approving the region’s plan.® The regions are only under 
two obligations: (1) to send to the centre 18 months 
before the start of a plan, a document setting out deve- 
lopment priorities for their productive activities, and 
(2) to approve their own plan within three months of 
publication of the second plan law if they wish to enter 
into a contract with central government for co-financing. 
The objectives and scope of sxich contracts should form a 
part of the regional plan. The contractual provisions 
must be accompanied by diverse actions and more or less 
in conformity with the regional economic environment. 
What is stipulated is action jointly taken with the 
regional financial establishments. The planning exercise 
is to be conducted at 3 levels, viz., (a) State, (b) 
Region, and (c) Onder-region, i.e., towns and groups of 
towns. Planning contracts would be signed by any combi- 
nation of the 3 levels, i.e., the state and region, the 
state and sub-region, region and sub-region or all 3 
tfiken together. 

’’With the simultaneous adoption of regional plans, 
even thou^ each may be in accordance with the law, there 
may still be room for incompatibilities in particular 
fields, or indirect, conflict with national plan aims. 
Provision; has,, therefore, ■ been made that the minister for 
the plan assesses the consistenqr of regional plans loth 
with ' one another, and with the naticxml plan, then reports 
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to the government on fields in which adjtastments may be 
or are required* Negotiation of plan contracts should 
encourage any necessary adiustments without in any way 
dictating to the regions*”^ 

Thus the regions have been empowered to decide the 
priorities of their development, communicate the same to 
the national government and enter into planning contracts 
with it. Besides, every region is represented in the 
National Planning Commission responsible for preparing 
the national plan. This is a major step in the direction 
of regioolisation of planning. It is also hoped to avoid 
the two extremes of complete independence of the two 
levels on the one hand and total association on the 
other. But there is no legal provision to ensure this. 
Unlike India, the French regional and local units are 
expected to function rather autonomously and not within 
some multi-level planning framework. 

The experience with regional planning since the 
introduction of the new reform measures has not been as 
satisfactory as had been hoped for. The participation of 
regional representatives in the National Planning Commis- 
sion has been disappointing. Most of them did not attend 
the meetings. It took quite long for the government to 
pass the law of competencies dealing with functions to be 
performed at the regional level. Regional planning 
machinery could not be created immediately and continues 
to be largely unsatisfactory. Regions having more 
resources and better planning units have done better than 
others. 

What are the prospects of success of the new measures? 
The institutional changes have removed some of the weak- 
nesses from which the regional planning exercises of the 
previous decades suffered specially those related to 
political accountability and administrative powers. As 
already mentioned, administrative power at the regional 
and sub-regional levels has been vested in elected bodies 
and the power of the Prefect has been much reduced. But 
this, by itself, is not aiough. There are several other 
pre-requisites for the success of this approach^ these 
are related to the extent of financial viability of the 
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regioos and sub-regions, adequacy of planning organisa- 
tion at those levels and extent to which a logical and 
coherent scheme of allocation of responsibilities can be 
worked outi; 

In the French fiscal system, it is the government at 
the centre which has power to raise national taxes. ' The 
taxes levied by the local authorities are not very elas- 
tic. Consequently, these authorities have to depend upon 
the central government for their developmental outl^s. 
Tdce for example, the case of the north region, which is 
one of the more prosperous ones. During the years 1981 
and 1982, the amount of finance coming from the region’s 
own resources constituted only one fourth of the amount 
required for developmental projects of the region. The 
remaining three fourths came from that of the centre. 
The figure would vary from region to region as the pro- 
portion of the availability of State funds is different 
for different works (like the practice which prevailed in 
India before 1969) or from ministry to ministry. During 
1981 the combined budget of the 26 regions amounted to 6 
or 7 billion FF whereas the central budget came to more 
tiian 600 billion FF of whidi abcut 80 billion was availa- 
ble for developmait. Hie 96 departments plus 6 overseas 
departments together had a budget of more than 1 00 
billion FF of which the developmental budget was less 
than 10 per cent say 10 billion. As regards funds coming 
from banking and credit institutions, the regi'cxis have no 
control over them. The regional authorities play some 
part in credit allocation through informal advice or 
persuasioi by contacting the regional level credit insti- 
tutions or regional branches of national credit institu- 
tions. But they have no legal authority in this respect. 
In case of any difficulty the regional authorities have 
to approach the central authority throng the MIM. In 
view of the inadequacy of financial resources, the 
regions are not likely to give up the habit of looking up 
to -the centre for guidance in matters of planning. 
Experience of India also points to the same directions. 
There was some thinking to pass a law incorporating 
d^volutloi of financial power to the regions arxi depart- 
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meets* However, this has not td^ee place till the end of 
1983* 

It may not be possible for the regions to make an 
effective iise of the new law and switdi over completely 
to regional planning _ during the period of the Ninth Plan, 
in view of the very limited experience of planning : that 
they have* Regional administration is itself yotmg, 
having been created after the 1964 Act* Earlier, the 
regional administration was under the Prefect* Now a 
Regional Council has been established and its president 
has been made the administrative head of the region. Ihe 
functioning of these new authorities is itself to be 
seea The strength of the present planning organisatim 
at the regional level and the levels of expertise vary 
from regions to regions. But on the whole, the organisa- 
tion is either weak or non-existent. It is inadequate 
both in terms of number and quality. In 1 982 many of the 
personnel dealing with planning in a southern r^ion were 
found to be working on a part-time basis and were drawn 
from other offices of the region. 

It is true that Regional Missions had been estab- 
lished more than a decade ago; but as pointed out ear- 
lier, they either remained dormant or declined during the 
late seventies. (Recently, the name of the Regional 
Mission has been changed to Secretariat General for 
Regional Affairs). It is also true that the regions have 
a fairly good base of data, which is needed for the 
success of regional planning. This is provided by the 
regional offices of the INSEE. In addition, researches 
and studies are also conducted by universities and 
research institutes some of which are commissioned by the 
administration. But data agencies like the regional 
branches of the INSEE are not competent to plan since 
planning is a strategic and not just a statistical exer- 
cise. Planning should be done by groups of creative 
persons. Planning also involves making up strategic 
choices; it is not just a list of projects. Hence, by 
its very nature, planning is a difficult exercise for 
which the regional agencies are not properly equipped at 
the moment. Because of this inadequate administrative 
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infrastructure, it may not be advisable or evm possible 
to have planning of everything in the beginning* ' A 
better strategy would be to restrict it to a few items 
considered more important* This is what is likely to 
take place* 

At the moment, the work related to, planning, at the 
regional levels is handled by two agencies, one under the 
Regional Prefect 'and another under the President of the 
Regional CounciL (The name of the Regional Prefect has 
now been changed to the Republic's Com,missioner to the 
Region*) ■ The 'Prefect's office is still ,concemed with 
national planning at the regional level whereas the 
Regional Council is concerned with regional plarming at 
the regional level* While the Prefect's office has got 
some staff and' experts, that of the Regional Council has 
to be newly established* Generally, the regional plan- 
ning office borrows staff arxi' advice from the experts of 
the. Prefect's offica It would take some time before the 
Regional Council becomes clear as to the type of planning 
office it should creata 

Another problem that one encounters is one of atti- 
tudes* Decentralisation has been a political decision 
and one wonders whether there was any strong hacking for 
It at , the „ administrative leveL- Administration, , in,„ Paris 
has' alw.ays been highly centralised and is unlikely, , to 
have 'any enthusiasm, for the political move in .favour, of 
decentralisatioa ,, The lines of communication, r^ 
from Paris to, departments, and. to the 'communes,#' .''A view 
that the bureaucracy '.has been trying to delay’ the, process 
of decentralis.atioo ,was expressed by some observers* In 
addition, several . experts have doubts about. ' the need for 
too much decentralisation .'for, a country like .France 
which, unlike India,, .is not very large. The' progress in 
regionalisat.ion ' of planning, therefore, , is, ■ likely, to be 
slow, (or, at any rate not very fast) during the. period of 
the current Ninth Plan* What will happen during the 
Tenth Plan scheduled to start from 1990 is too far to 
hazard a guess. 
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APPENDIX 


French Planning System and the Indian: 

A COMPARATIVE STUDY 


The planning system of any country is conditioned by 
the socio-economic, political and administrative frame- 
work within which it operates* Since both India and 
France are democratic countries with a mixed economy and 
centralised administration, it is not surprising to find 
common points in their planning systems* France, however, 
is an economically advanced comtry while Indis is not* 
France has been an unitary state whereas India has been a 
federation of states. France is basically a capitalist 
economy and intends to be so, whereas India has decided 
to move towards the establishment of a socialist system. 
Consequently, there are several dissimilarities in the 
planning systems of the two countries which are m less 
marked than the similarities. Here an attempt is made to 
compare a few salient features of the French planning 
system with those of India* s.V 

RELATIVE STABILITY OF THE TWD mjmim SYSmiS 

We have seen how the role, nature and strategy of 
French Planning have been changing over the years. But 
the planning system has exhibited a greater degree of 
stability. India, too, has a long (since 1951) and 
varied experience of planning, characteriSsed similarly by 
a relative stability of its planning system which has 
hardly undergone any change ever since the period of its 
Second Five Year Plan. 

As between the two countries, it is the French Plan- 
ning system which has been more flexible even though, 
unlike Indians it has a statutory framework.^ As seen in 
chapter II, over ■ the years,. 'there have been changes in 
French Planning with respect to its scope and approach 
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towards public outlays. In contrast, the scope and 
method of planning in India have not changed much, India 
from the very beginning opted for comprehensive planning 
aloee with financial allocation and target fixation and 
has ccetimied with them despite setbacks, Ihe strategy 
of planning has also remained more or' less the same since 
the Second Plan (1956-61) — around the Mahalanobis model. 

With regard to the institutional framework also, the 
French experience has been more varied than the Indian, 
As described in chapter III, France has experimented 
with several planning bodies at higher levels of deci- 
sion-making like the Hi^ Planning Council, established 
in 1946, the Central Planning Council established in 1974 
and the National Plarmit^ Commission set up in 1982. In 
amtrast, the National Development Council, a somewhat 
similar body in India, has remained intact ever since the 
inception of planning. 

INOTTOTIONAL FRAMEWOM 
The Plamix^ CSoomissarlat 

Like the Commissariat General du Plan in France, 
India has its planning commission which performs a key 
role in planning process being respaisible for prepara- 
tion, execution and monitoring of the plan. The internal 
structure of both the institutions is also similar, 
consisting of several divisions ^d sections. Like the 
commissariat, the Indian Plan body also serves as a 
meeting place, a round table for different ministries and 
others. Both the institutions have little direct power 
to take decisions; and yet they influence decisions 
because of their representation in a large number of 
decision-making bodies. Ihe position of the Indian Plan- 
ning Commission is better since it has power to determine 
the allocation of plan funds to different ministries and 
states and a prominent voice in the fixation of their 
targets. This, combined with the authority of the Prime 
Minister, who is its Chairman, emables it to exert a more 
powerful influence than is suggested by its advisory role 
and the fact that it is not a statutory body. 
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The Commissariat is headed- by a hi^ ranking' officer 
called Plaraiing Commissioner ' (Commissaire An Plan). The 
Indian Planning Commission is formally headed by the 
Prime Minister. However, it is the Deputy Chairman, 
holding the status of a Cabinet Minister, who is the 
whole time operational head. Unlike the- Commissariat 
which is a small body of professional experts, the Indian 
Planning Commission is a large organisation. This., 
combined with its greater power, tends to provoke some 
opposition towards it in the . ministries. -As seen in 
chapter IV, the Commissariat has been receiving consider- 
able technical support from several research institu- 
tions. There was a time in the fifties and early sixties 
when the Indian Planning Commission also used to depend 
similarly on the Indian Statistical Institute, but not so 
anymora Some research studies are no doubt sponsored by 
it, but, by and large, the Indian Planning Commission 
conducts many technical exercises on its own and is more 
or less self-sufficient in this respect. 

Hie IWbrking Groups or ComDaissicifns 

We have seen how one of the most distinguishing 
features of the French Planning system which has attrac- 
ted widespread attention is the way it involves thousands 
of people in plan formulation throu^ groups first called 
Modernisation Commissions and now only commissions or 
working groups. India has also its working groups which 
are appointed by the Planning Commission at the time a 
plan is formulated. But these are primarily official 
bodies consisting mostly of officers from the government 
both central as well as states supplemented marginally by 
a few professional experts. The private sector is either 
not associated or associated in a nominal sense only. 
Same is' the case with the. trade unions. .Some similarity 
may be seen in the Development Council for several indus- 
tries established 1^ the Industries Department under the 
Industries Development and Regulation Act, 1951. But it 
is doubtful whether they have any role in the formulation 
of the plan. Their views may be represented by the 
Industries Department and while doing so, it is for that 
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department to decide which views to project and which to 
ignore* As regards sectors other than big industries, 
such as small and household enterprises, agriculture, 
animal husbandry, fisheries, trade and commerce, trans- 
port and communication, even such a mechanism is not 
there. Moreover, the French working groups meet more 
frequently and regularly. Such groups in both the coun- 
tries are essentially advisory bodies. But the French 
body, because of its composition, plays a varied and more 
useful part than its counterpart in India 

Other Instittitions 

As described in chapter III, France has an Economic 
and Social Council which is also involved in the planning 
process. Besides it has a body like the National Plan- 
ning Commission now and had High Planning Council and 
Central Planning Council earlier. Such bodies have no 
counterparts in India though the National Development 
Council consisting of some members of the Union Cabinet 
and the Chief Ministers of the States and headed by the 
Prime Minister is somewhat similar. But the Indian body 
thou^ in existence since the inception of planning has 
met very infrequently and has been largely superfluous. 

The draft of the plan in both the countries is sent 
to Parliament for approval. But because of the govern- 
mental control over it in bot± coimtries, the part played 
by the Parliament has actually been limited primarily to 
making of marginal changes in the draft of the plan. 

Uie Plan and the GoveruBCTt 

In the ultimate analysis it is the government that 
has the final say in plan formulation in both the coun- 
tries. The government exercises this inf luence through 
a number of ways and at different stages during the 
preparation of the plan. The basic decisions regarding 
objectives and package of policies are taken by it. The 
views of various ministries are taken into account while 
finalising the content of the plan. Further, the draft 
plan is examined and approved by the Cabinet before it is 
forwarded to the Parliament. 
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Within the government, it was' tiie bureaucracy which 
had a major say in the plaming process' in Prance in the 
early , years* However, political stability under , Presi- 
dent de Gaulle and his successors caused the plan to be 
identified with the government at the political level* 
So long as the same party was in power, this process did 
not affect the continuity of the plan* But with the 1981 
change, ■ the Eighth Plan formulated by the previous 
government was abandoned and an Intermediary Plan for 
1982-83 was adopted ■ (see Chapter III, for details)* ' 

In India, planning has always been more closely 
identified with the central government* The Planning 
Commission itself is headed by the Prime Minister* 
Changes of the type that took place in France in 1981 
occurred twice in India* In 1977 when the Janata Party 
came to power, ■ it terminated . the on-going Sixth Five Year 
Plan and introduced a new me of its own which, in turn, 
was terminated prematurely in 1980 when the Congress 
Party came back to power* 

' ¥iM mmmMim PMXiEffi 

Plan Itxiels and Plaining Tedmiqu^ 

The role of the planning models in plan formulation 
ill: France has been described ' in chapter IV* The French 
started with rudimentary planning methods aid built up 
sophisticated models only gradually* Ho formal models 
were .used; till /the .1970s., ' In contrast, India started 
using sophisticated plannir^' models from an early stage* 
The Malialanobis model used for the Second Plan (1956-61) 
was subsequently supplemaited by multi-sectoral models 
based on input-output tables. ' These have been made more 
sophisl^lcated in recent years. France has, however, 
caxjght up" in this^ in recent years as can be seen from its 
use of the FIFI and DMS models. Advances in computer 
simulation techniques in the late 1970s have also been 
useful. However, in, France-,.',; the ; increasing sophistica- 
tion of econometric modelling for both medium- terra fore- 
casting and policy tock place at a time when importance 
of planning in general and that of planning quantitative 
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and precise ' objectives in particular declined. 
Consequently, the plan forecasts came to have substan- 
tially less operational signif icance In the 1970s than 
the earlier ones. Although the macro economic and implied 
sectoral projections continued to be made, they were 
essentially just one input into the process of decision- 
making rather than a direct basis for action. 

Both India-and France have made use of perspective 
planning techniques to set their medium-term plans in 
some longer-term context, but without much success. Every 
plan in India has contained some exercise on long-term 
perspective. But it has been not so regular in France 
V 7 hich indulged in this exercise only from Third to Sixth 
Plan, However, a proper integration of long-term studies 
with the medium-term plan has not taken place in either 
of the countries. Thus planning in both the countries is 
concerned essentially with the medium-term, covering a 
period of five years. 

Stages in Plan Preparation 

Over a period of time, the French have developed an 
elaborate system of plan preparation as detailed in 
chapter IV. Many of these steps are also followed in 
India but the procedure is not as systematic as it has 
been in France. In particular, India does not have a 
well laid out time schedule for various stages in plan 
preparation as in France. Consequently the formulation 
of a five year plan in India gets delayed and one does 
not know when a particular stage will be over and another 
will start. 

Decentralisation of Planning 

Attempts to decentralise the planning process have 
been made in both India and France. India, no doubt, has 
a more varied and longer experience in this respect as it 
to be expected in view of its much larger size and a 
federal constitution. Because of the constitutional 
requirements, planning at the State level in India has 
been as old as planning at the national level. But, for 
various reasons, the State level planning has remained 
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weak and largely ineffective, ■ _This was specially, so in' 
the earlier years. The situation with regard to planning 
at substate levels, namely, the district and the block, 
is even worse despite the widely felt need ' for the sama'. 
Several experiments have been made since 1952. These 
include measures at democratic decentralisation initiated 
in the’ fifties and steps to establish planning machinery 
at the district level since 1969 and, specially during' 
the past few years, , Sporadic attempts to decentralise 
planning further: at the block level have also been made 
during the past few years but without any success, These 
measure have been introduced, , not throo^ any constitu- 
tional amendment, but through administrative orders. 
Their operation, therefore, depaids on the' sweet will and 
mercy of the government at the State leveL 

, As seen; in chapter VII,' attempts were made' in France 
in 1964 and 1972' to decentralise the planning process at 
the regional level. These ■did not succeed. Thus,' in 
France' as in India, it is plarming at the national level 
which has continued to occupy a dominant' position, , This, 
is not surprising .in view of the 'Centralised .administra- 
tive system in both the cotaitries, France, however, has 
introduced a- major change, ,'in ; recent years after the 
Socialist government under 'President' 'Mitterand came to 
power in 1981', AsVa result, France has not gone ahead of 
India by giving, statutory power to regional and local 
institutions in' contrast to the method of administrative 
orders and guidelines adopted in India. The effective- 
ness .of the. new measures, can be assessed only after some 
timej ; But' there, is no, doubt that a good beginning has 
been made,'' 

Pl^ PTOGESS 

What mechanisms help to ensure that the plan would be 
implemaited when the planning authority has no control- 
ling power over the economy? One such mechanism in both 
countries is provided by tte plan itself. A plan, which 
is well prepared and whose various targets and forecasts 
are internally consistent, may induce the economic agents 
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to follow it in their own interests Implementation is 
also facilitated by the representation of the planning 
agencies of both countries on many of the bodies of the 
government dealing with formulation and execution of 
economic and social policies. In France, the process of , 
consultation in the various commissions /working groups 
involving those responsible for execution of projects/ 
programmes also tends to facilitate implementation. 
Moreover, the Ctommissariat in France has been involved, 
in a more intimate manner, in the execution of programmes 
like the PAP and the PPE. 

France has tried to influence the decisions in the 
private sector primarily through economic incentives 
whereas India has used both economic incentives as well 
as coercive measures. Incentives often used are more or 
less similar in both countries, e.g., allocation of 
credit, tax reductions, accelerated depreciation allowan- 
ces in certain cases, state guarantee of loans, and 
subsidies. As indicated in the text, the effectiveness 
of these measures in France has declined due to increase 
in self-finaicing. These are now more useful in promot- 
ing desired investments rather than in forbidding un- 
desirable investment. Rirther these incentives are more 
effective for small firms whose financial position is not 
very strong. Indian experience in this respect is quite 
different. Apart from using incentives, the autiiorities 
in India have not hesitated to impose curbs on the growth 
of private enterprise in certain directions considered 
undersirable in the social interest. 

France as well as India have a large component of 
public sector specially in areas of critical importance 
to the economy. Prima facie, the plan should have 
complete control over the public sector. But not so in 
France for reasons already specified in chapter ¥. In 
India the situation is sli^tly better since the public 
sector is tightly controlled by the respective minis- 
tries, and there is better integration of the overall 
plan with sectoral plans of\^ the , mini's trles.-'^^^ .B 
here, the Planning Commission has no direct control over 
the public sector enterprises. 
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Successful plan implementation in both India and 
France is also constrained by inadequate integration- 'and- 
(sometimes) even conflict between medium-term programming 
and short-term management. Changes in economic situation 
during the life of a plan necessitate taking up of short- 
term measures, ag., changes in wages, military spending, 
imports, prices, etc., which, being of the nature of fire 
fighting operations, get precedence over longer-term 
objectives resulting in deviations from the content of a 
plan and consequent non-fulfilment of its targets. 

Better implementation has been one of the principal 
objectives of the July 1982 Act passed in France by the 
Mitterand Government. Apart from committing funds on a 
long-term and priority basis for the PPE, two new 
measures, programme laws and planning contracts, have 
also been introduced for this purpose. All these measures 
are designed to introduce multi-year budgeting to over- 
come the mcertainties associated with the well-entren- 
ched principle of annual budgeting. A good beginning in 
these respects has already been made during the Ninth 
Plan (see chapter V). On the whole, the new measures are 
an improvement over the earlier situation. India has yet 
to ensure a conformity between the plan and the budget to 
this extent. The so-called core sectors of the Indian 
plans do not imply Icxig-term commitment for funds of the 
type indicated by the PPE* 

FlANNMSfATO 

Unlike the Soviet Union and several other countries, 
both India and France introduced and continued with plan- 
ning, without abandoning the market mechanism. But the. 
mari^et economEy in France, has not been subjected to "that 
much control and regulation as in India. The French 
Government does not indulge .ordinarily in price and wage: 
controls, import quotas, consumer rationing or government 
allocations of raw materials and capital of a type that 
existS: :in.:. market eccmomies like India., the French Plan- 
ning system is based primarily, m persuasion, consent and 
inducements.',. rather' than :on 'co.ercion. It reduces con- 
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straints for the market ■ rather , than increases them. 
India, however, has not refrained from using coercive 
powers also. 

There are several ways in which French style planning 
is supposed to work through and influences the market 
mechanism. These have been described in chapter II. 
However, a basic point is that planning through the 
market has greater chance of success if its goals are. in 
harmony with the interests of the leading operators of 
the market. 

Goals ' like efficiency, modernisation and growth 
belong to this category. On the other hand, it may be 
less effective if the goals run counter to the interests 
of these operators as for example, goals like reduction 

of disparities in income distribution or restricting the 

growth of monopolies. An important reason for the so- 
called success of French planning lies in the fact that 
its aims have generally been in harmony- with the 
interests of the big business. . The plans have concen- 
trated on efficiency and expansion and' not on .questions 
of equity. ■ They have concentrated more on speed of 
development rather -than on its direction. Nor have they 
put any restriction on the expansion of big-' business. 
Planning, indeed, came as an aid -to the market system so 
that it can face international competition. ' French plan- 
ning has been planning in a market economy for .the bene- 
fit of- the market economy. ; It is in' this respect that 
the Indian planning differs most significantly' from': the 
French. Objectives related to distribution of income 
have always occupied an important place in the Indian 
plans. It is this consideration that has forced India to 
put a number of physical restrictions on the operation of 
market forces and give higher priority to the 
of the public sector. 

Another characteristic of the French planning system, 
different from the Indian one, relates to the role of the 
private sector in the process of plan formulation itself. 
As Indicated earlier, unlike India, the French have 
designed a planning system in which the private sector is 
prominently associated with it. Such an arrangement has 
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helped both the private sector as well as the planning 
authorities* 

■ or imperative? ■ 

Indicative planning (as opposed to imperative) has 
for long been regarded by many as the most important 
feature of the French planning system. It shows the 
directions in which the economy ought to go rather than 
providing specific targets for individual plants and 
firms. But as explained in chapter II, indicative plan- 
ning is not a very correct description of French plan- 
ning. It is not confined simply to forecasting and 
describing the spontaneous development of the French 
economy - as might be suggested by the term indicative, 
but also to guiding it towards the attainment of chosen 
objectives for which purpose certain policy instruments, 
mostly of the nature of incentives, are used 

Planning in India as in France is also a combination 
of indicative and imperative planning. The targets for 
the private sector specially for the unorganised sectors 
in agriculture, industry, trade, transportation and 
services which constitute a significant part of the 
Indian economy are essentially indicative in nature. 
However, it is also true that the imperative element is 
more pronounced in India while the indicative one is more 
so in France. This is facilitated by the fact that the 
private sector in India is subject to a greater degree of 
control and the public sector more subservient to the 
government than in France. The scope of public sector is 
also larger in India. On the whole, planning in India is 
more comprehensive than that in France. But whether it 
is more effective remains doubtful. 
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REFERMCES 

1 « Readers interested in getting details of the Indian 
Planning system may consult TM. Chaturvedi and, Kamta 
Prasad (eds.), Planning and Its Impleiiientatioiij 
Indian Institute of Public Administration, New Delhi, 
1984, particularly the Volume Editor®s Introduction* 
2. Institutions of planning in France are creations of 
legislation passed by its Parliament whereas those in 
India are the resultant of administrative orders* 
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